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Emera’s Earnings Reach $114 Million

EMERA'S EARNINGS INCREASED 9% TO $114 MILLION IN 2001. EARNINGS GROWTH WAS
DRIVEN BY NEW INVESTMENTS IN BAI%JGOR HYDRO AND THE SABLE OFFSHORE ENERGY
PROJECT, AND STRONG PERFORMAN(T.E BY THE MARITIMES & NORTHEAST PIPELINE.

Emera Acquires Bangor Hydro-Electric

EMERA COMPLETED ITS $317 MILLION PURCHASE OF BANGOR
HYDRO-ELECTRIC COMPANY IN THE FOURTH QUARTER, INCREASING
THE COMPANY'S CUSTOMER BASE BY 25%, AND INCREASING OUR
PRESENCE IN THE NORTHEASTERN ENERGY MARKET.

Sable To Proceeci With : 1 Maritimes & Northeast

Tier Il Developmffant . » = Pipeline To Expand

EMERA AND ITS SABLE}OFFSHORE ENERGY PROJECT ; g THE MARITIMES & NORTHEAST PIPELINE CON-
PARTNERS WiLL COMMENCE DEVELOPMENT OF THE i TRACTED WITH PANCANADIAN TO DELIVER UP
ALMA FIELD IN 2002, THE FIRST OF THREE NEW FIELDS Et TO 400 MCF PER DAY FROM ITS DEEP PANUKE
THAT MAKE UP TIER I OF THE PROJECT. { FIELD BEGINNING IN 2005. IN ADDITION, M&NP
IS PROCEEDING WITH ITS PHASE (I EXPANSION
IN 2002, WHICH WILL ULTIMATELY CONNECT
M&NP TO THE ALGONQUIN PIPELINE SYSTEM.
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EARNINGS
in millions

927 854
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Northeastern Energy Market
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EMERA IS STRATEGICALLY POSITIONED BETWEEN NORTH AMERICA'S LARGEST NATURAL
GAS RESERVE AND 18 MILLION CUSTOMERS IN THE NORTHEAST REGION

EARNINGS
PER SHARE
in dollars

DIVIDENDS
in dollars

per share
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Derek Oland" -

CHAIR OF THE BOARD

David McD. Mann

PRESIDENT AND
CHIEF EXECUTIVE OFFICER

' FELLOW SHAREHOLDERS: | '
; _
Emera is building its busmess along the energy value cham, connectrng electrlaty and other
| energy products and serwces with natural gas |nfrastructure...stretchmg from offshore Nova
Scotla to New York state...and reachmg from today toward tomorrow. .
i : ‘
Emera continues its evolutrofn from a Nova Scotla electrlc company mto a northeast energy

" busmess In 2001, we expanded our electnc utlllty busmess and managed it to provide solid
: :

earnmgs and strong cash ﬂow, and we' contmued to mvest in complementary energy busi-
nesses that capitalize on the developmg northeast energy market ‘Our success in executmg

A our strategy is reflected i in our financial results. Emera s earnmgs increased 9% in 2001,

- reaching $114.2 million. Essentlally all. of that earnmgs growth was the product of our diversi- |

fication efforts in recent years. Emera is bulldmg |ts busmess along the energy value chain
' connectmg electricity and other energy products and servrces wuth natural gas lnfrastructure,
and stretchlng from offshore Nova Scotla to New York state. S




: : : : : ,
We added a significant lmk m 2001 wuth our $53 million investment in the Sable Offshore “
Energy Project (SOEP) offshore platforms and sub-sea gathering Imes The Sable Project |
“turned the dream of Nova Srl:otla s offshore mto reality, and is now producing 550 million’

cubic feet of natural gas perlday Our lnvestment provudes satlsfymg financial returns, and is -

a critical strategic advance m| our quest to capltallze on the tremendous opportumty natural

gas brings to the region. l
In 2002, we will take anotherl step forward, as SOEP comrnences development of the first
| of three new fields that make up the Tier i expansron Add to that PanCanadian’s development '

of its Deep Panuke fleld andl it appears that Nova Scotia is acqumng the crltlcal mass necessaryu ]

to turn a project into an mdustry, multlplylng prospects for further mvestment and growth

:Sable gas flows to market through another llnk m Emera s energy cham, the Marltlmes &
Northeast Pipeline (M&NP). M&NP had a very ‘successful year in 2001 contrlbutlng $10 mll-
lion in earnings to Emera, up from $6 million in 2000. The plpelme will also be’ expandlng in
2002, connecting to the Algonqum Hublme m Massachusetts, and ultimately to the 1, 600
kilometre Algonquin plpelme stretchmg south Longer—term prospects are also excellent. -

The expansion resulting from PanCanadian” s contract to move its Deep Panuke gas through
M&NP could almost double present throughput volumes by 2005 The pendmg acquisition

of Westcoast Energy by Duke Energy signals the prospects that major players associate with

‘ Nova Scotia’s offshore, and conflrms the value of the M&NP system. It also leaves Emera as .

the only Canadian company W|th an mvestment in thls crltlcal plece of gas mfrastructure

The addition of Sable gas to the pool of energy already flowmg |nto the U.S. northeast from
the south creates condltlons‘ for a vibrant market, which makes gas storage a critical link in
the energy value chain. Accordmgly, in 2001, Emera establlshed a joint venture with Falcon
 Gas Storage to pursue development of several hlgh -deliverability, multi-cycle (HDMC) gas
storage projects in New York State. Falcon is the largest mdependent owner and operator _
of HDMC natural gas storage capacity in the southwest Emera Energy, created in 2001, man- ~
ages Emera’s growing gas mfrastructure mvestment portfollo mcludlng SOEP and M&NP.
- Emera Energy also dellvers energy servuces and seeks out new busmess opportumtnes along
the energy value cham in northeast North Amerlca. C i ‘

Pe s
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Our largest acqursntlon to date, Bangor Hydro, expanded our core electncnty busmess lnto 2

the U.S. Since it became part of the Emera _corporate famlly in the fourth quarter Bangor has;

contributed sngmflcantly to Emera s earnmgs, addmg $5.4 million. In 2002, Bangor Hydro and‘ e

Emera will be working together to |mplement operational improvements, and finalize a per-
formance based rate plan. Emera will also seek to leverage its investment in Bangor Hydro
into additional investment m energy lnfrastructure in the New England market '

These are exciting and impdrtant developments, but Emera would not be building its energy
value chain without Nova Scot|a Power as the llnchpm Our largest subsndlary managed
through a very demandmg year in 2001, when a splke )] world coal prices added $19 million -
to fuel costs. We are proud that the company was able to absorb this cost increase without |

raising electnclty prices, whlle at the same t|me earnlng a return on common equuty of 10.9%. * - §

l

Durmg the year, the Governlment of Nova Scot:a announced |ts new energy strategy It Iays
out a coherent framework for the further development of a vital and effective energy sector .
in Nova Scotia, mcludmg a staged and carefully managed approach to electricity restructuring.

Emera, with its interests in both electricity and natural gas infrastructure, was an active partic- . ]

ipant in the process. We beheve the strategy presents a posntlve framework that we will be

able to work successfully wrthm

There are challenges gomg ]fonlvard Af'ter six consecutwe years wuthout an electricity price
change, Nova Scotia Power! applled to its regulator for a rate mcrease for 2002. Continued
high fuel costs, resultmg from unusually high world coal prlces, coupled with a weak Canadian-
dollar, have made this actlon unavoidable. We have prepared a strong case and hope to have |
a decision by mld-year




!
The success of our common eqmty issue early in 2001 proves that investors are receptlve to
our ideas for new growth and expansnon We understand the fundamental importance of our a
dividend to Emera’s shareholders. We will contmue to run our utility businesses efficiently and i
effectively, to generate sohd| | earnings and the strong cash flows that fund our dividend. And
we will continue the dlsc|plmed investment of our free cash flow in complementary | ‘
energy businesses that derEI profitable growth

In a year of growth, change and challenge, we thank our employees who continue to ‘work
hard, work smart, and work together to get the jOb done. We also beneflt greatly from the -
wisdom and broad expertlse of our Board of Directors, and appreciate their gundance Finally,
we thank our customers andl partners for thelr support and for challengmg us to excellence

in all that we do. !

l
[
i

Derek Oland Dawd McD. Mann
Chair of the Board : Presnclent and Chief Executlve Officer
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, Ron Smith
SENIOR VICE PRESIDENT AND g . R
CHIEF FINANCIAL OFFICER A - ayne Rousch
i : . SENIOR VICE PRESIDENT
. BUSINESS DEVELOPMENT
., EMERA ENERGY-INC. -

Liz MacDonald ‘ & . . s " Chris Huskilson
VICE PRESIDENT . n ’ CHIEF OPERATING OFFICER
HUMAN RESQURCES ! ’ NOVA SCOTIA POWER INC.

David McD. Mann

PRESIDENT AND
CHIEF EXECUTIVE OFFICER




THE ENERGY VALUE CHAIN
Emera is building its business
along the energy value chain,
connecting electricity and
other energy products and
services with natural gas
infrastructure...stretching

from offshore Nova Scotia Bangor Hydro

] ELECTRICITY TRANSMISSION
Ee AND DISTRIBUTION

and reaching from today SEE R VRV

to New York state...

toward tomorrow.

Emera Energy
BUSINESS DF DPMENT
AND ENERGY SERVICES
ACROSS THE ENERGY
VALLUE CHAIN

Emera Fuels
C FLIVES
THRQUGHCUT THE

06 | 07
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BANGOR HYDRO-ELECTRIC MAINTAINS AND QPERATES OVER £.000
KHLOMETRES OF TRANSMISSION AND DISTRIBUTION LINES.

1TS CUSTOMER BASE IS ALMOST EVENLY DISTRIBUTED BETWEEN
INDUSTRIAL, COMMERCIAL AND RESIDENTIAL ACCOUNTS, MAKING
T VERY SIMILAR TO NOVA SCOTIA POWER'S.

Powering Emera’s Growth Emera's acquisition of Bangor Hydro-Electric in late 2001 expands our utility busi-
ness into the U.S. northeast, adds 110,000 new customers, and provides solid earnings and strong cash flow.

Getting the most out of an acquisition depends on successful integration. Bangor Hydro and Emera have very
similar corporate cultures — not surprising, in light of the geographic and historical ties that link the Maritimes
and Maine. The moment thel deal closed, Emera and Bangor Hydro teams began working together to share and
implement best practices in operational processes, maintenance, customer service, environment and safety.

The companies are also working together to develop a new alternative rate plan for Bangor Hydro that will
share the benefits of efficiericy gains over the next several years between customers and shareholders. Looking
forward, this U.S. investment provides Emera with a perch from which to learn more about competitive electric-
ity environments, and to find opportunities for further growth in the strong northeast energy market.
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EMERA ENERGY MANAGES EMERA'S INTEREST IN THE SABLE OFFSHORE
ENERGY PROJECT. LAYING 200 KILOMETRES OFF THE COAST OF NOVA
SCOTIA, THE SABLE NATURAL GAS FIELDS PRODUCE 550 MILLION CUBIC
FEET OF GAS PER DAY.

Energy from the Sea Emer a's acquisition of an 8.4% interest in the Sable Offshore Energy Project (SOEP) comple-
ments our investment in the Marltlmes & Northeast Pipeline, and puts us at the hub of everything that is happening
with Nova Scotia’s offshore gas development. And it means that a Nova Scotia company has a stake in the infra-
structure supporting this new industry so important to the regional economy, and the northeast energy market.

Tier | of the Sable pro;ect currently has three developed wells off the Scotia Shelf, producing 550 million
cubic feet of natural gas a ciiay The first of three new wells constituting Tier Il is under development, and is
scheduled to come on stream in 2003. Emera’s Sable infrastructure investment is consistent with our skill set
and risk profile. The gas res’erves related to our interest are beneficially owned by Pengrowth Energy Trust,
and processed through thefEmera facilities.

Our SOEP and M&NP mvestments are managed under the umbrella of Emera Energy. Emera Energy will
continue to provide energy services and build our portfolio of natural gas infrastructure assets as the east
coast energy industry expands We will seek out additional investments along the energy value chain, “from
the well-head to the burne( tip” in energy transportation, storage and processing.




“As perhaps the com-
pany most affected
by the guidelines

"With a strong foun- in the new energy "Emera is playing

dation in the power strategy, Nova Scotia  an active role in

business, Emera “The key to Power has embraced  developing the

|
|
\
|
‘EMERA 1S BUILDING AN ENERGY
|
\
J
\
|

intends to leverage our  ideally situated to a strong industry is making | environmentally and  sector in the
core strengths here in take advantage of strong partnerships. Emera | socially responsible region as a
Nova Scotia and seek the burgeoning East  and Maritimes & Northeast | approach to power foundation for its
out opportunities in Coast energy play.”  Pipeline have greatly bene- | generation.” own growth and
new markets, and in Nova Scotia Business Journal fited from our association David Morse diversification.”
.. Autumn 2001 . | Nova Scotia Minister of
energy businesses that this past year.” Environment and Labour NS Open ta the World
Ry o in a letter to David Mann Magazine
offer a strategic fit. : Phillig Knoll December 2001 September 2001
. . President
David Mann Maritimes & Northeast Pipeline
President and CEQ
Emera Inc.

Shareholders Meeting

May 2001

|
|
|
}
Emera’s Annual General ‘
\
(
|
|
\
|
|
|
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“We want to be in a business
that allows us to invest and

integrate across the

VALUE CHAIN'

Wayne Rousch

Senior Vice President, Business Development
Emera Energy Inc.

Qil and Gas Magazine

June 2001




EMERA'S "GOOD NEIGHBOUR” PROGRAM

FOCUSES ON YOUTH SAFETY, EDUCATION,
THE ENVIRONMENT AND THE STRENGTH-

ENING OF LOCAL COMMUNITIES.

EMA 2001 ANNUAL REPORT Corporate Social Responsibility
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BLUE SKIES AND SAFE PASSAGE
The very nature of Emera’s business means
we are an essential part of society’s infrastruc-
ture. As such, leadership is not an option.

For us, corporate social responsibility means
creating economic growth while caring for
our employees, society and the environment.
This so-called “triple line” approach focused
our efforts on safety, community involvement
and environmental management in 2001.

Fostering a safety culture remains a key
priority across Emera. We are seeing results.
With its consistent second-place ranking over
the past four years, Nova Scotia Power is the
safest electrical utility in Canada.

Our "Good Neighbour” corporate giving
program continues to thrive due to strong
employee commitment. Hundreds of charities
and organizations benefit from the volunteer
time and talents of Emera employees. They
also share in the record $180,000 in cash
donated by employees -~ and matched by
Emera for a total of $360,000. This is the
single largest private sector fundraising
activity in Nova Scotia.

Environmental management systems
(EMS) are an integral part of our operations.
As Emera continues to grow, {SO 14000
equivalent EMS will be implemented across
all our businesses. This year we are also
seeing reductions in air emissions due to the
use of lower sulfur coal and maximizing fuel
switching options, including natural gas.




Management’s Discussion an‘d Analysis (MD&A) provides a review of the results of opera-

tions of Emera Inc. and its pnmary subsidiaries and investments during 2001 relative to
2000, and its financial posmon at December 31 2001. Certain factors that may impact
future operations are also dlscussed Such comments will be affected by, and may involve,
known and unknown risks and uncertainties that may cause the actual results of the compa- |
ny to be materially d:fferent from those expressed or implied. To enhance shareholders
understanding, certain multl-year historical financial and statistical mformatron is presented
This discussion and analysis ,should be read in conjunctlon with the Emera Inc. audited con-
solidated financial statements and supportlng notes. Throughout this discussion, “Emera

Inc.” and "Emera” refer to Emera Inc. and aII of ItS consohdated subsndlarles and afﬁhates.

Acquisitions ' Electric Revenue

ACQUIRED BANGOR HYDRO ELECTRIC ¢ ‘ A RETURN TO NORMAL TEMPERATURES,
COMPANY ON OCTOBER 10, 2001 £ - INCREASED EXPORT SALES, AND THE :
FOR $316.6 MILLION: AND AN 8.4% L : ACQUISITION OF BANGOR-HYDRO ELECTRIC -
INTEREST IN THE SABLE OFFSHORE [+ COMPANY CONTRIBUTED TO A 12.7%
ENERGY PROJECT OFFSHORE PLAT- & ': INCREASE IN ELECTRIC REVENUES, WHICH
FORMS AND SUBSEA GATHERING " GREW FROM $813.3 MILLION IN 2000 TO
LINES FOR $53.1 MILLION %, $914.7 MILLION IN 2001.

'

EMA 2001 ANNUAL REPORT %% 00




Introduction

Emera Inc. is a diversified energy and services company, which incorporates three primar‘y operating units:

Emera’s largest subsidiary is Nova Scotia Power Inc. (NSPI), a wholly owned, fully integrated electric utility, with $2.9 billion of
assets, serving 440,000 customers. NSPI is the primary electricity supplier in Nova Scotia, providing the vast majority of the
generation, transmission and distribution of electricity in the province. ‘

Bangor Hydro-Electric Company {Bangor Hydro) is a wholly owned regulated electricity transmission and distribution company
with $800 million of assets serving 107,000 customers in eastern and central Maine. Emera‘s acquisition of Bangor Hydro-Electric
Company was completed on October 10, 2001, and the consolidated financial statements include the results of cperations of

Bangor Hydro since that date. :

Emera Energy includes Emera Fuels, a fuel oil distribution business operating in the Maritimes; the company's interests in the
Maritimes & Northeast Pipeline and the Sable Offshore Energy Project; and business development activities. At December 31,
2001 Emera Energy had assets of $232 million.

The operating units assume responsibility for their operating results measured as earnings before interest, taxes. They are supported
by Emera Corporate. This Management’s Discussion and Analysis presents information byloperating unit, beginning with an
overview of each business; followed by a discussion of its 2001 operating results; details of debt management, which is centrally

|

controlled, but attached to operating entities; and finally an outlock for 2002. interest, taxes, non-controlling interest, liquidity

and capital resources and the discussion of business risks and enterprise risk management are presented on a consolidated basis.

Earnings hefore interest and taxes (millions of dolfars): 2001 2000
Nova Scotia Power $ 2639 $ 2593
Bangor Hydro-Electric 14.3 -

|
|
\
|
Emera Energy } 10.7 2.6
|
|
I
|
\
|

Emera Corporate (4.4) 0.3
Earnings before interest and taxes 284.5 262.2
Interest 143.3 135.4
Earnings before taxes 141.2 126.8
Taxes 14.8 12.5
Non-controlling interest 12.2 9.9
Consolidated net earnings j $ 1142 $ 104.4
|

2001 2000 1999
Earnings per common share $ 11.20 $ 120 $ 1.16
Operating Cash Flow (mitlions) $ 236.9 $ 2311 $ 2265
Operating Cash Flow per common share $ 2;.48 $ 265 $ 2460
Dividends per common share $ 085 $ 084 $ 0.83

|
Nova Scotia Power Inc. \
|
|
\

OVERVIEW

NSP! is the primary electricity supplier in Nova Scotia, providing 97% of the generation, 919% of the transmission and 95% of the
distribution of electricity in the province. The company owns 2,183 megawatts (MW) of ge:nerating capacity. 58% is coal-fired; ol
and natural gas fired facilities together comprise another 25% of capacity; and hydro production provides the remainder. As part of
its commitment to offer “green power” alternatives to customers, NSP! is in the process of adding wind turbines to the generating

capacity and investigating the potential of purchasing up to 50MW of renewable energy from independent power producers.

\
|
|
|
|
1
|
i
\
l
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NSPl's vision is to be “the customer’s choice in energy and services”, and the company is‘ committed to providing customers
with the best service, at the best possible price. 2007 was the fifth consecutive year withotit an electricity price increase in Nova
Scotia. Ongoing focus on controlling fuel costs, and efforts to increase utilization of generatson facilities are two key elements of
NSPI's operational strategy for competitive pricing. !

Pricing initiatives are important, but they must be combined with service enhancements lf NSPI is to be the supplier of choice.
The company is committed to understanding the needs of its 440,000 customers, and to developmg energy solutions that meet
those needs. Improving reliability, providing a variety of pricing options, partnering with cu‘stomers to identify ways to reduce
energy costs, and enhancing customer communication channels are examples of NSPI's continuous improvement efforts in the
area of service guality. |

NSPI is a public utility as defined in the Public Utilities Act (Nova Scotia) and is subject to regulation under the Act by the
Utility and Review Board (UARB). The Act gives the UARB supervisory powers over NSPI's operations and expenditures. Electricity
rates for NSPI's customers are also subject to UARB approval. The UARB also regulates NSPI's capital structure, currently limiting
common equity (common share capital and retained earnings) to 35% of total capitalizatiorl. The company is not subjected to an
annual rate review process, but rather participates in hearings from time to time at the company's or the regulator’s request.

In December 2001 NSPI filed an application with the UARB wherein it requested an averége 8.9% increase in electricity rates,
the first such application since 1995. The rate increase, if approved, is expected to take effect in 2002. The company cited rising
fuel costs, resulting from high world coal prices compounded by an eroding Canadian dollar, as the primary driver of the applica-
tion. The company also requested an adjustment to its capital structure increasing the common equity component from 35% to
40-45%. The particulars of the rate application are also described in the NSPI Qutlook section of the MD&A.

|
r
REVIEW OF 2001 \
|
|

NSPi Earnings before interest and taxes (millions of dollars): 2001 2000
Electric revenues $ 8327 $ 8133
Fuel for generation and power purchased } 300.2 273.9
OM&G 156.8 156.7
Provincial grants and taxes 20.2 17.7
Depreciation ’ 99.6 97.1
Amortization 3.0 19.0
Other (11.0) (10.4)
Earnings before interest and taxes $ 2639 § 2593

In 2001, NSPI's contribution to earnings before interest and taxes increased to $263.9 million from $259.3 million in 2000; its
contribution to consolidated net earnings applicable to common shares increased to $105.1 million from $103.7 million in 2000.
NSP! earned a return on common equity of 10.9%.

REVENUE

Electric Sales Volume 2001 Sales % Change 2000 Sales % Change 1999 Sales
{GWh) Mix % 00-01 Mix % 99 -00 Mix %
Residential 3,756.7 34.4 34 3,632 34.31 3.9 3,494.6 33.7
Commercial 2,724.9 250 24 2,661.9 250 3. 2,582.8 249
Industrial 3,831.6 35.13 (2.2) 3.917.2 36.§ 2.1 3,834.8 37.0
Other 592.6 5.5 33.2 445.0 4.‘1 (1.8 453.2 4.4
Total 10,905.8 100.0 2.3 10,656.2 100.0 2.8 10,365.4 100.0

EMA 2001 ANNUAL REPORT Management's Discussion and Analysis
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Electric Sales Revenue 2001 Sales % Change 2000 Sales % Change 1999 Sales
{millions of dollars) Mix % 00 - 01 MIX‘ % 99 - 00 Mix %
Residential 3621 43.5 3.0 351.6 4?.2 3.2 340.6 43.1
Commercial 232.7 279 2.3 227.4 28.0 2.8 221.3 28.0
Industrial 197.3 237 - 197.3 21;1.3 1.9 193.7 24.5
Other 40.6 4.9 9.7 37.0 4.5 6.9 34.6 4.4
Total 832.7 100.0 24 813.3 100.0 2.9 790.2 100.C

1

Residential Revenue - Residential revenue increased 3% to $362.1 million in 2001 from‘S351 6 million in 2000. The increase

reflects a return to normal temperatures in the first three quarters of the year, after several years of warmer weather. NSPI's
residential load generally comprises appliance usage and lighting (60%); space heating (2 O%) and water heating (20%).
Commercial Revenue - Commercial revenue increased 2.3%, from $227.4 million in 2000 to $232.7 million in 2001. NSPI's

commercial customer base includes everything from small retail operations, to large office and commercial complexes, and the
’ | . . .
province's universities and hospitals. Higher commercial revenues were driven by volume lmcreases, consistent with growth in

the provincial economy.

Industrial Revenue - Industrial revenue was unchanged compared to 2000 at $197.3 rmlhon A 2.2% decrease in industrial sales
volumes reflects the shutdown of Sydney Steel, and reduced activity at a small number of customers due to the slowdown of the
- North American economy. The revenue impact of these volume decreases was offset by annual industrial rate adjustments made

under approved formulae.

Other Electric Revenue - Other electric revenue increased from $37.0 million in 2000 to $40.6 million in 2001. This increase was
driven by an approximately 80% increase in export sales volumes, which grew from 181 MW to 324 MW,

Revenue/MWh - Revenue/MWh remained stable at $76. As part of its long-term competitive strategy, NSPI is focused on price
stability for customers, and 2001 marked the fifth consecutive year without a general elecitricity price increase in the province.
Stability in pricing, and little change in relative weighting of residential, commercial, and industrial sales kept total revenue/MWh

consistent with last year.

FUEL FOR GENERATION AND POWER PURCHASED
Capacity - Management of capacity is a critical element of operating efficiency. The provusnon of sufficient generating capacity
to meet peak demand inevitably results in excess capacity in non-peak periods. NSPI's da‘lly load is highest in the early evening;
its seasonal load is highest through the winter months. Summer cooling load is not a signfificant factor.
To ensure reliability of service, NSPI maintains a generating capacity greater than firm peak demand. Generating capacity is
composed of 2,183 megawatts of thermal and hydroelectric plant and 25 megawatts con"cracted with independent power produc-
ers. This capacity maintains a planned generation reserve margin of at least 20%, which can be expanded further with an inter-

ruptible load of 16%.

NSPI's capacity management strategy is to encourage customers to consume electricity, in non-peak periods, so as to enhance
overall plant utilization and defer significant investment in additional generation capacityl Real time pricing encourages larger
customers who have the ability to shift electricity consumption to non-peak times when marginal costs of electricity production
are lower. Time of use pricing, coupled with technology and appliances motivates residential customers similarly. These pricing
alternatives support NSPI's objective of increasing efficiency and capacity utilization by mbving demand from peak to non-peak
periods, and illustrates the company’s commitment to its customers, by providing them with options for managing energy costs.
During 2001, residential customers who took advantage of time of use rates moved 50 MW of electricity sales to non-peak hours.

Production Volume 2001 Fuel % Change 2000 FJuel % Change 1999 Fuel
(GWh) Mix % 00 - 01 Mix % 99 - 00 Mix %
Coal 8,854.8 76.0 (0.1) 8,863.7 7?.5 13.4 7.816.0 70.5
Natural Gas 1.1291 9.7 2,477.9 43.8 Q.4 100.0 - -
Oil 690.7 5.9 (48.7) 1,347.8 1.8 (28.0) 1,870.9 16.9
Hydro 692.2 5.9 (21.4) 881.2 7.7 (10.1) 980.7 8.9
Purchased Power 279.4 2.5 (5.4) 295.2 ?.6 (28.2) 411.3 37
Total 11,646.2 100.0 1.9 11,431.7 1OQ.O 3.2 11,078.9 100.0




Average Unit Fuel Costs
{$ per MWh) 2001 % Change 2000 % Change 1999

$ 2578 7.6 § 23.96 (0.8) $ 24.14

Fuel Expense |
Coal is the utility's dominant fuel source, and has the lowest per unit fuel cost, after hydro production which has no fuel cost com-
ponent. Qil and natural gas are next, depending on the relative pricing. Purchased power is generally the most expensive option.

In 2001, fuel for generation and power purchased increased 9.6% over 2000, from $273. ? million to $300.2 million.
Approximately $7 million of the increase resulted from higher sales volumes. Higher prices for coal, oil and petroleum coke
contributed approximately $30 million; and decreased hydro production due to a late sprinb thaw and dryer conditions all year,
resulted in approximately $7 million of additional costs, as hydro production was replaced vjvith higher cost alternatives. These
negative factors were mitigated by net proceeds on the sale of natural gas, primarily in thelfirst quarter; and, as gas prices
declined, the active management of fuel switching capability, resulting in an increased gas burn, and gains realized on related gas
sales hedges that were no longer required. The net effect of all of these factors was an increase in the average fuel cost per MWh
of power produced, to $25.78 in 2001 from $23.96 in 2000. ‘

The company manages exposure to commodity price risk utilizing a combination of physical fixed-price fuel contracts and
financial instruments providing fixed or maximum prices. Foreign exchange risk is managed) through forward and option contracts.
Further details on the company's fuel cost risk management strategies are included in the Business Risks and Enterprise Risk
Management section.

OPERATING, MAINTENANCE AND GENERAL EXPENSES }
NSPI's operating, maintenance and general expenditures (OM&G) remained steady during 2001, at $156.8 million, compared to
$156.7 in 2000. |

NSPI is committed to increasing the reliability of its generation and distribution systems. Accordingly, it is necessary to invest
to ensure that plants are well maintained, that the likelihood of cutages of the distribution system occurring is minimized, and
that when outages occur they are quickly corrected. To that end NSPI increased maintenance in some plants in 2001, increased
the scope of its vegetation management program, and performed increased maintenance o‘n the distribution system.

In addition, in order to better understand and respond to customer needs, and provide enhanced service, NSPI initiated new
programs in its marketing and sales function. |

The increased costs associated with the initiatives described above, were offset by a $10!6 million decrease in employee future
benefits expense year over year. Current accounting directives require the company to recognize a “valuation adjustment” when
the pension asset on the balance sheet exceeds a cap, which is partiaily determined by the amount of pension surplus. In 2000,
NSPI expensed a valuation adjustment of $8.1 million. With the weaker market performance of 2001, the company’s pension sur-
plus was significantly reduced, requiring the reversal of the valuation adjustment booked in 2000. Partially offsetting this favorable
impact on employee future benefits expense was a reduction in the return on pension asse‘Fs assumption from 9.75% to 8.0%.

GRANTS IN LIEU OF PROPERTY TAXES ‘

NSP! pays annual grants to municipalities in Nova Scotia, in lieu of all municipal taxation ot‘her than deed transfer tax. Since 1998,
it has also been required to make a grant to the Province of Nova Scotia, commencing with $2.0 million in the first year, and
increasing by $2.0 million each year, to an annual maximum of $10.0 million. In 2001, the g‘rant to the Province reached $8.0 mil-
lion, up from $6.0 million in 2000. Total grants to municipalities and the province mcreased\to $13.2 million compared to $11.0
million in the prior year. |

DEPRECIATION
NSPI depreciation expense increased slightly in 2001 to $99.6 million from $97.1 million in 2000 as a result of the higher cost of
in-service assets throughout 2001. |

\
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In 2000, NSPI concluded that its Glace Bay generating station, which was ‘taken out of service in 1995, should be permanently
shut down and, accordingly, written off.

In circumstances where the carrying value of an asset to be written off is significant, NSPI s regulated accounting policy pro-
vides for amortization of the net book value of the asset on a straight-line basis over f|ve| years. Instead of straight-line amortiza-
tion, the UARB has allowed NSPI flexibility in determining the annual write-off of the Glace Bay station in order to support rate
stability. For 2001, $3.0 million (2000 - $10.0 million) has been written off, and is include‘H in amortization expense.

The amount remaining to be written off over the next three years is $25.7 million, including allowance for funds used during
construction recorded to December 31, 2001.

Also included in amortization expense for 2000 was $9.0 million representing full accrual of estimated site restoration costs
for the Glace Bay facility. |

|
\

AMORTIZATION 1
|
|

ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION ‘
NSPI provides for the financing costs associated with construction work-in-progress by capitalizing an allowance for funds used
during construction (AFUDC) as an addition to the cost of property constructed. This amount is charged to operations through
depreciation over the service life of the related assets, and recovered through future revénues. The capitalization rate for 2001
was 9.32% (2000 - 9.06%), resulting in $5.1 million in AFUDC (2000 - $4.8 million). |

|
COMMON EQUITY 1
The Utility and Review Board regulates NSPI's capital structure, currently limiting common equity (common share capital and
retained earnings) to 35% of total regqulated capitalization. NSPI is near that limit at the end of 2001. The company’s strategy is
to service additional demand primarily through enhanced capacity utilization, and therefore it is not anticipating significant
growth in its net asset base. This means that common equity, which would otherwise gro‘w every year with the addition of earn-
ings less dividends, must be maintained at the allowable limit by paying out a significantl portion of the earnings to the parent
company, Emera Inc. As a part of the previously discussed application for a general rate mcrease NSPI is seeking to raise the
common equity limit to 40-45% of capitalization. \

\
DEBT MANAGEMENT
The weighted-average coupon rate on NSPI's long-term debt outstanding at December 31, 2001, was 7.59% (2000 - 7.59%). 61%
of the debt matures over the next ten years; 35% matures between 2015 and 2036; and $50.0 million, or 4% matures in 2097.
The quoted market-weighted-average interest rate for the same or similar issues of the same remaining maturities was 5.32%
as of December 31, 2001 (2000 ~ 6.26%).

In 2001, NSPI issued $150.0 million of medium term notes (2000 - $15.0 million) with 3 7.4% coupon, yielding 6.6% (2000 -

7.3% coupon yielding 6.1%). $75.0 million of these notes will mature in February 2004, and $75.0 million will mature in July 2031.
These notes were issued to replace maturing long-term debt and to replace short-term debt

NSPI has established the following short-term credit facilities:
* $350 million commercial paper program secured with a 100% backup line of credit;

* $100 million operating line of credit.

i
\
|
|
|
NSPI CREDIT RATINGS DBRS S&P

|
2001 ZbOO 2001 2000
Long Term Corporate A (Low) (Low) BBB+ A-
Senior Unsecured Debt A (Low) A (Low) BBB+ A-
Preferred Stock Pfd 2 {Low) Pfd-2 (lrow) P-2 (Low) P-2
Commercial Paper (Low) R-1 (Low) A-1 (Low) A-1 (Low)

Late in 2001, Standard & Poor’s (S&P) lowered its long-term corporate credit rating on T\:ISPI to BBB+ from A, its senior unsecured
debt rating to BBB+ from A-; and its preferred stock rating to P-2 (Low) from P-2. S&P nbted the outlook is stable. S&P cited the
Province of Nova Scotia’s announcement that it intends to gradually introduce competition within the electricity sector as the rea-
son for the change. ‘

Based on our available credit and credit ratings, and past experience in public flnancm‘g since privatization, NSPI expects to
have access to capital when needed. |



ACCOUNTS RECEIVABLE SECURITIZATION i

NSPI signed an agreement with a Canadian chartered bank in March 1997, whereby it can sell accounts receivable to the bank
on a revolving basis. As of December 31, 2001, the company had sold $71.0 million of accounts receivable (2000 - $72.0 million).
The net proceeds from the sale were used to repay a portion of the company’s debt, there;by reducing net interest costs. The
agreement is in place until 2002. A new agreement is currently under negotiation, and is expected to be substantially similar to

the current agreement.

|
\
|
OUTLOOK |
\
RATE APPLICATION :
The outlook for Nova Scotia Power for 2002 is substantially dependent on the outcome of‘the company's rate application, filed
in December 2001, wherein the company requested an average 8.9% increase in electncuty‘ rates. The magnitude of any approved
rate increase, and the timing of implementation will have a material impact on revenues, and ultimately, earnings. The company
believes the implementation date will not be before mid-2002, but could be later. There isino provision for retroactive application
of rate increases. The following commentary reflects the information filed in support of the rate increase.

\
ELECTRIC SALES ;
Electric sales volume is expected to increase approximately 3% in 2002, consistent with historical growth patterns. Electric sales
revenue will increase with volume, and is also expected to increase up to an additional 5%‘ depending on the outcome of the rate
application referred to above. : \‘
FUEL 1
Costs for fuel and purchased power are expected to increase by approximately 20% in 2002 mainly as a result of the high price
of coal on the world market, compounded by an erosion in the value of the Canadian dollqr relative to its US counterpart.

The vast majority of NSPI's fuel supply is expected to come from international suppliers in 2002, and is subject to commodity
price and foreign exchange risk. As part of its Enterprise Risk Management program, the company manages commodity-pricing
risk utilizing 2 combination of physical fixed-priced fuel contracts and financial instruments/providing fixed or maximum prices.
Forward contracts are used to manage the exposure to fluctuating U.S. dollar exchange rates. Additional details on the compa-
ny's Enterprise Risk Management activities are included in the Business Risks and Enterpris:e Risk Management section.
OPERATING, MAINTENANCE AND GENERAL EXPENSES }

Operating, maintenance and general expenses in 2002 are expected to increase by up to 5%, reflecting the continuation of the
company’s ongoing capacity management, reliability, and customer service initiatives, and & non-recurring favourable pension
adjustment in 2001.

|

1
GRANTS IN LIEU OF PROPERTY TAXES |
In accordance with the annual escalation in provincial grants, grants in lieu of property taxes to municipalities and the Province of
Nova Scotia are expected to increase by $2 million in 2002, to approximately $15 million.

AMORTIZATION
Included in the company’s rate application is a provision for $6.2 million of amortization related to the write-off of the Glace Bay
generating station.

CAPITAL EXPENDITURES
NSPl's capital expenditure budget is approximately $115 million in 2002.
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Bangor Hydro-Electric Company

|
i
|
1
|
I
\
1
|

OVERVIEW
|

In October 2001 Emera completed the acquisition of Bangor Hydro-Electric Company (Bangor Hydro) for cash consideration of

$316.6 million. Bangor Hydro is the second largest electric utility in Maine and greatly enhances Emera’s presence in the

Northeast energy market. Since the restructuring of the electricity sector in Maine in 2000, the Company's core business has been

the transmission and distribution of electricity. Bangor Hydro is regulated by the Maine Pubhc Utilities Commission (MPUC) and

the Federal Energy Regulatory Commission (FERC). |

!

REVIEW OF 2001 |

For the 82 day period from October 10 to

Bangor Hydro Earnings before interest and taxes (millions of dollars): December 31, 2001
Electric revenues i $ 820
Fuel for generation and power purchased | 40.6
OM&G 17.7
Depreciation ‘ 3.5
Amortization | 6.3
Other | (0.4)
Earnings before interest and taxes 1 $ 143
]

Since the date of acquisition, October 10, 2001, Bangor Hydro has contributed $14.3 million to Emera’s earnings before interest
and taxes; and $5.4 million to consolidated net earnings applicable to common shareholders.

|
REVENUE !

i
Electric Sales Volume (Gwh) ‘ 2001 Sales Mix %
Residential \ 145.0 31.2
Commercial ! 137.4 29.6
Industrial ‘ 120.9 26.0
Other | 61.5 13.2
Total 1 464.8 100.0

|

Bangor Hydro's electric revenue for the period since acquisition was $82.0 miliion, and w‘as comprised of two elements:

* Approximately 66% of electric revenue is derived from facilitating the transmission and distribution of the electric supply.

* Approximately 34% of electric revenue since the date of acquisition was derived from the sale of electricity. The MPUC has
required Bangor Hydro to provide & standard-offer service to customers who chose not to exercise their option to purchase
electricity from a competitive supplier. The MPUC sets the rates for this standard-offer service that will approximate the company’s
cost of providing the service and includes no margin. If Bangor Hydro's costs exceed the allowed rates, they are permitted to
defer the difference and recover it in future periods.

\

\
FUEL FOR GENERATION AND POWER PURCHASED |
As part of the restructuring of the electricity industry in 2000, Bangor Hydro was required to dispose of its generating assets.
It has entered into contracts with various electricity suppliers to purchase substantially a!l of the electricity that it requires. The
company maintains a small amount of generating capacity to serve as a contingent source of electricity if others fail. In the period
since its acquisition by Emera Bangor Hydro has generated only 2.5% of the total electricity it distributed.

The total cost of fuel and purchased power for the period since acquisition is $40.6 million, including $26.8 million to purchase

power to supply standard-offer customers. !

|
|
\
|
|
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OPERATING, MAINTENANCE AND GENERAL EXPENSES !
Operating, maintenance and general expenses totalled $17.7 million for the period since acquisition.
|
|
REGULATORY AMORTIZATION |
In accordance with rate and accounting orders issued by the MPUC, Bangor Hydro has recorded numerous regulatory assets
and liabilities on its balance sheet. These regulatory assets and liabilities are being amortized over various lives through charges

to earnings. For the period since acquisition, this amortization amounted to $6.3 million. “

|
DEBT MANAGEMENT |

The weighted-average coupon rate on Bangor Hydro's long-term debt outstanding at December 31, 2001, was 7.71%. 72% of
the debt matures over the next ten years; the remaining issues mature by 2022. The quote:d market-weighted-average interest
rate for the same or similar issues of the same remaining maturities was 5.05% as of December 31, 2001.

Bangor Hydro has established the following short-term credit facilities: !

* 348 million (US$30 million) unsecured revolving credit facility;
+ $16 million (US$10 million) operating line of credit.

|
I
!
i
\
\
|
\
|

BANGOR HYDRO CREDIT RATINGS S&P

2001 2000
Long Term Corporate ! BBB BBB-
Senior Secured Debt BBB+ BBB

Late in 2001, Standard & Poor's (S&P) raised its long-term corporate credit rating on Bangor Hydro to BBB from BBB-, and its sen-
ior secured debt rating to BBB+ from BBB, with a stable outlook. S&P cited a measure of implicit support from Emera as parent
company to Bangor Hydro, and noted that Bangor Hydro stands to benefit from its association with Emera in terms of financial

and managerial support. [‘

Based on available credit and credit ratings, and past experience in public and private financing, Bangor Hydro expects to have
access to capital when needed. |

|
|
OUTLOOK \
|

Bangor Hydro has received the commitment of the MPUC and intervening parties to begin negotiations towards an Alternative
Rate Plan (ARP) that all parties can support. If this negotiation is successful, the resulting NRP will incorporate performance

based rate mechanisms. In addition, through 2002, Bangor Hydro will be implementing initiatives resulting from internal Work
Management performance improvement projects. As part of the foregoing, the organizatidnal structure is being modified to more
effectively support transmission and distribution asset management excellence in a performance-based regulatory regime, while
building upon Bangor Hydro's superior customer service capabilities. v \

Emera Energy

i
!
|
\
OVERVIEW ;
Emera created Emera Energy in 2001 to manage its growing gas infrastructure investment pj»ortfolio, and to seek out opportunities
for additional investment along the energy value chain in northeast North America. Emera Energy’s operations currently consist of:
* An 8.4% interest in the offshore platform and sub-sea gathering lines of the Sable Oﬁshére Energy Project (SOEP), acquired
in 2001. SOEP has three offshore platforms in operation — North Triumph, Venture, and T‘hebaud - and currently produces an
average of 550 million cubic feet of gas per day and 20,000 barrels per day of natural gas liquids. Emera structured an innova-
tive partnership with Pengrowth Energy Trust, whereby Pengrowth acquired effective interest in 8.4% of the SOEP reserves and

I
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related discovery areas and committed to continued development expenditures up to the wellhead. Pengrowth has contracted
with Emera to utilize Emera’s infrastructure assets to transport and process its gas and‘natural gas liquids, and to pay Emera a
fee for each unit of volume produced and processed. ‘

* A 12.5% interest in the $2.1 billion, 1000 kilometre Maritimes & Northeast Pipeline (M&NP), which transports natural gas from
the Sable Offshore Energy Project to markets in Maritime Canada and the northeasterh United States. M&NP is regulated by
the National Energy Board in Canada, and the Federal Energy Regulatory Commission‘in the U.S., and has an overall aliowed
rate of return on equity of approximately 13.5%. The investment is accounted for on the equity basis. Emera‘s equity investment

as at December 31, 2001 was $79.6 million (2000 - $67.0 million). \

* Emera Fuels, an unregulated subsidiary, distributes home heating oil, heavy fuel oil, lubncants and related products to over
22,000 customers in Nova Scotia, New Brunswick, and Prince Edward Island. Emera Fugls is focused on growing its energy
distribution business by adding new product lines, entering new geographic markets and increasing market share with effective
marketing and quality customer service. It is also expected to expand through acquisitjons.

\
\
REVIEW OF 2001 r
|
!

Emera Energy Earnings before interest and taxes (millions of doflars): 2001 2000
Fuel oil sales | $ 716 $ 738
M&NP equity earnings i 10.0 6.0
SOEP processing fees ‘1 8.0 -
Expenses ‘

Cost of fuel oil sold | 60.5 67.7
OM&G I 7.1 4.6
Provincial taxes | 0.5 0.5
Depreciation ( 4.9 0.7
Business development i 5.9 3.7
Earnings before interest and taxes 1 $ 107 $ 2.6

in 2001, Emera Energy contributed $10.7 million to Emera’s earnings before interest and taxes, compared to $2.6 million in 2000.
The SOEP acquisition was a significant factor in the increase, adding $4.1 million in earnmgs before interest and taxes in 2001.
M&NP's after tax equity earnings increased to $10.0 million in 2001, from $6.0 million in 2000. The 2000 results are net of a

$2.0 million one-time write-off of disallowed pipeline construction costs. 1
Emera Fuels’ revenues decreased 3% during 2001, to $71.6 million from $73.8 million i m 2000, as a result of lower commodity

prices. Nonetheless, gross margin increased by $5.0 million, to 15.5% of revenues, compared to 8.3% in 2000, when high com-

|
modity prices and warmer than normal weather put severe pressure on margins. This increase also reflects management's focus on

margin improvement, and a shift in sales mix from heavy fuef oil to higher margin light ij‘Jel oil. As a result, Emera Fuels’ earnings
before interest and taxes increased to $2.8 million in 2001, compared to $1.4 million in 2000.

Business development expenses were $5.9 million in 2001, compared to $3.7 million in 2000.
|

OUTLOOK |

The Sable Offshore Energy Project is developing the Alma field, the first of three fields t{hat make up Tier 2 of the Project.
Construction is expected to begin in 2002, with offshore installation of the Alma platform and jacket, and pipe laying activities
in 2003, and production start-up anticipated by later that year. The Alma processing platform will be located in 67 metres of
water and will be connected to the Thebaud central processing platform via a 50-kilometre sub-sea pipeline.

In the spring of 2002, the Maritimes & Northeast Pipeline expects to proceed with its JPhase Il expansion, which will connect
M&NP to the Algonquin hubline, and ultimately to the 1,600 kilometre Algonquin pipeline system. The project includes construc-
tion of approximately 25 miles of onshore pipe from Methuen to Beverly, Mass. |




|
\
|
|
|
|

Consistent with its strategy of pursuing opportunities along the energy value chain, Emera Energy has entered into a joint ven-
ture with Falcon Gas Storage to develop high deliverability, multi cycle gas storage in New|York State. Four potential properties
are currently being investigated for suitability. In addition, Emera Energy is establishing an energy services business, which
will provide fuel procurement, transportation and storage management, origination and tradlng commodity marketing and risk
management services to other Emera companies.

Emera Corporate

1
|
]
I
|
|
|
|
\

OVERVIEW AND REVIEW OF 2001 ‘
Certain corporate-wide functions are carried out within Emera Corporate, such as strategic planning, treasury services, tax planning,
and corporate governance. In addition, Emera Corporate serves as the financing vehicle for the corporation’s business outside of its
electric utilities. Subsidiaries whose operations are immaterial to the consolidated entity are %Iso included in Emera Corporate.

in 2001, corporate expenses before interest and taxes totalled $4.4 million, compared to $1.7 million in 2000 (excluding the

impact of a $2.0 million gain on the sale of telecom assets to Aliant Inc).

(
|
DEBT MANAGEMENT I
Emera Inc. has established a $200 million operating line of credit, which the company uses“to finance its own activities, and those
of its subsidiaries outside of the electric utilities. Emera also has a $172.5 million credit faC|I|ty which it used to fund acquisitions.
The facility expires in April 2002, and will be replaced by other financing. 1
In 2001, Emera issued $20.0 million of notes, with an average 6.15% coupon. |
The company has a shelf prospectus for the issue of $100 million of debt securities to the public. The securities may be either
debentures or medium-term notes, and are available as funds are required until the prospe‘ctus expires in March, 2003. These
funds will be used to provide financing for investment opportunities. At December 31, 2001, $90 million of the shelf prospectus
remains available. |
|

EMERA CREDIT RATINGS DBR§ S&P
2001 200b 2001 2000

Long Term Corporate BBB (High) N/A BBB+ A-

Senior Unsecured Debt BBB (High) N/A BBB BBB+

r
Late in 2001, Standard & Poor's (S&P) lowered its long-term corporate credit rating on Emeéra to BBB+ from A-, and its senior
unsecured debt rating to BBB from BBB+, with a stable outlook. S&P cited the Province of‘Nova Scotia’s announcement that it
intends to gradually introduce competition within the electricity sector as the reason for thre change.

\
|
Consolidated Interest, Taxes and Non-Controlling Interest |
\
|

INTEREST

Consolidated interest expense increased to $143.3 million in 2001, from $135.4 million in 2000. The addition of Bangor Hydro

accounted for $5.6 million of the increase. NSPI's interest expense increased marginally to [$132.9 million in 2001 from $131.3 mil-

lion in 2000. Savings due to reductions in the cost of short-term borrowings were offset by‘ a change in the relative mix of short |

and long term financing. !
The company manages exposure to interest rate risk through a combination of fixed and floating borrowing, and hedging.

Interest rate swaps are the principal instrument used to hedge interest rate risk. Further details on the company’s interest rate

risk management strategies are included in the Business Risks and Enterprise Risk Management section.
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TAXES
In accordance with ratemaking regulations established by the UARB, NSPI uses the taxes:payable method of accounting for
income taxes. Bangor Hydro uses the future income tax method where allowed for ratemaking purposes. Emera’s remaining
subsidiaries follow the future income tax method of accounting for income taxes. |

I

NSPI .
NSPI is subject to provincial capital tax (0.25%), large corporations tax {0.225%), corporaée income tax (44.12%) and Part VI.1
tax relating to preferred dividends (40%). |

NSPi used sufficient capital cost allowance, cumulative eligible capital deductions and loss carry-forwards to eliminate corporate
income tax from 1999 through 2001.

Therefore, in 2001 income tax costs consisted only of Part VI.1 tax on NSP! preferred dividends of $5.6 million (2000 - $5.1 mil-
lion). For financial reporting purposes, the Part V1.1 tax is allocated between income tax expense and non-controlling interest
(preferred dividends). \

The company has filed income tax returns for previous years to claim deductions related to the capitalization of interest on
assets constructed by its predecessor, Nova Scotia Power Corporation (NSPC), a provincial crown corporation. The assets were
purchased by NSPI in the course of privatizing NSPC in 1992. The deductions created substantial tax depreciation and tax loss
carryforwards that were used to eliminate income taxes payable through 2001. The Canajda Customs and Revenue Agency (CCRA)
disallowed the deducticns claimed, and NSPI pursued the issue through to the Tax Court of Canada. On January 29, 2002, the
Tax Court ruled in favor of Nova Scotia Power. The decision is subject to appeal, and therefore, it may be some time before the
matter is finally resolved. i

Without the benefit of this additional deduction, it is estimated that the company’s cumulative tax liability at December 31,
2001 would have beei approximately $110 million (2000 - $79 million). If the company is.‘ unsuccessful in this matter, it will apply
to the UARB to recover these costs through the regulatory process.

NSPI was required to remit $25.0 million to CCRA on account of this matter, which wﬂl\be repayable should the issue be finally
resolved in the company’s favor. The amount is included in Income Tax Receivable. }

NON-CONTROLLING INTEREST ‘
As explained above, non-controlling interest (preferred dividends) include an allocated portnon of Part VI.1 tax. The increase in
non-controlling interest is substantially due to the issue of First Preferred Series D shares in October 2000.

|
|
Liquidity and Capital Resources 1
\

CONSOLIDATED CASH FLOW HIGHLIGHTS

Operating cash flow consists of cash generated from operations before considering the ef‘fect of changes in working capital.
During 2001, consolidated operating cash flow was $236.9 million, compared to $231.1 rhwillion in 2000. The acquisition of Bangor
Hydro added $24.2 miliion of operating cash flow. This was substantially offset by results in NSPI, where increased cash expenses,
particularly related to fuel, offset increased revenues. ‘

Free cash flow is defined as cash provided by operating activities net of amounts requnred for capital investment and dividends
on common shares. In 2001, the acquisition of two 50 MW combustion turbines; increased coal purchases in anticipation of the
closure of the Cape Breton Development Corporation mine; and income tax remittances!associated with the Section 21 case cur-
rently being litigated, caused free cash flow to decrease by $139.7 million from 2000 levels.

Net capital expenditures were $191.5 million in 2001, as compared to $122.6 million in 2000, reflecting the acquisition of
the two combustion turbines referred to above. |

|
PREFERRED SHARE ISSUE BY NSPI ‘
During the year, substantially all of the remaining NSP| Series B Preferred Shares and Purchase Warrants were exchanged for
Series C Preferred Shares for total proceeds of $10.9 million. |

\
COMMON EQUITY ISSUE !
On March 23, 2001, Emera completed an equity offering, issuing 10,350,000 new common shares for net proceeds of $161.0 million.
The funds were used to refinance existing debt and bank indebtedness and to finance new capital expenditures and investments.




DIVIDEND POLICY AND PAYOUT RATIOS ‘

For 2001, Emera Inc.’s common dividend rate increased to $0.85 per common share; the payout ratio increased modestly, to 71%,
from 70% in 2000. In January 2002, the Board of Directors declared an increase in the 2002 'first quarter common share dividend,
to $0.2150 per share per quarter, from $0.2125 per share per quarter in 2001. ‘

Business Risks and Enterprise Risk Management

RISK MANAGEMENT AT EMERA INC.
All significant risk management activities for Emera are monitored by the Executive Risk Mapagement Committee to ensure the
resulting exposure is within predefined tolerance levels. |

The company's risk management activities are focused on those areas that most significantly impact profitability and quality of
earnings. These risks include, but are not limited to, exposure to commodity prices, forelgn‘exchange and interest rates.

|
|
|
|
/
\
|
|
|
|
|

\
COMMODI!ITY PRICES ;
Approximately 90% of the company’s annual fue! requirement for 2002 is subject to fluctuations in commodity market prices, prior
to any commodity price risk management activities. {
|
COAL/PETROLEUM COKE !
In 2002, substantially all of NSPI's coal supply will come from international suppliers at prevgiling market prices. The company has
entered into fixed-price contractual arrangements with several coal suppliers to ensure reliability of both fuel supply and price.
Approximately 90% of coal and petroleum coke requirements for 2002 had been fixed as at; December 31, 2001 at an average
price of $3.15 per mmbtu delivered to the generating facilities. Physical contracts are used to hedge coal price risk due to the
lack of liquidity in the financial markets for coal. ;
\
HEAVY FUEL OIL (
NSPI manages exposure to changes in the market price of heavy fuel oil through the use of! swap and option contracts. As at
December 31, 2001, the price for all of the anticipated heavy fuel oil purchases for 2002, and approximately 40% of anticipated
requirements for 2003 and 2004 had been fixed at an average price of $17.50 per barrel. |

|

NATURAL GAS |
The company has entered into a multi-year contract to purchase approximately 60 million C}anc feet of natural gas per day. The
contract fixes the price for a substantial portion of the gas volumes, with the balance exposed to market price fluctuations. The
volumes exposed to market prices will be managed using either financial instruments or by selling natural gas at prices subject to
market price fluctuations. NSPI's ability to sell natural gas is subject to the availability of pipeline transportation. The exposure to

changes in gas prices for all anticipated gas purchases and sales for 2002 has been substan“tially reduced by December 31, 2001.

|
FUEL MIX ‘

The risk inherent in the Canadian doliar cost of fuel is measured and managed on a portfollo basis. The ability to switch fuel
provides a dynamic, operational and effective option in managing commodity price and supply risk.
\

FOREIGN EXCHANGE *
In 2002, the company expects approximately 50% of its anticipated net fuel costs to be denomxnated in U.S. dollars, as $US
income from sales of surplus natural gas will provide a natural hedge against a portion of SUS denominated fuel costs. Forward
and option contracts are used to manage the exposure to fluctuating SUS exchange rates. Foreign exchange contracts are in
place for approximately 50% of 2002 anticipated $US net fuel costs. |

$US payments received from the U.S. portion of our investment in the Maritimes & Northeast Pipeline will be used to repay
$US debt.
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INTEREST RATES \
Emera manages interest rate risk through a combination of fixed and floating borrowing and a hedging program. Prior to hedg-
ing, floating rate debt is estimated to represent approximately 25% of total debt in 2001 nterest forward rate agreements and
swaps are used to fix rates on part of the floating rate debt, while interest rate caps are ulsed to insure against extreme move-
ments of interest rates on floating debt. In 2002, interest on approximately 67% of the company’s anticipated floating debt is
fixed at an average rate of 4.89%. An additional 15% is capped at an average rate of 6.71%.

Interest rate collars are used to partially hedge reinvestment risk on long-term fixed-rate debt. Fixed-rate debt maturities are
limited in any one year and continually monitored to reduce rollover exposure. }
WEATHER 1
Warm winters can have a negative impact on revenue and earnings. Electricity sales to resndentlal and commercial customers for
space heating during the winter months contribute significantly to the company’s annual earnmgs The company used financial
instruments in 1999 through 2001 to protect earnings in the event of warmer-than- normal winter temperatures. Due to a return
to normal temperatures NSPI received no proceeds on this contract in 2001. Similar contr}acts will not be purchased for 2002 as
the increasing cost of such contracts outweighs the potential benefits. i
1

NOVA SCOTIA ENERGY STRATEGY 1‘
In December 2001 the Nova Scotia government released Seizing the Opportunity: Nova Scotia’s Energy Strategy. The strategy
-has three main goals: ‘

* to create a world-class energy sector that achieves sustainable economic development i ‘ln balance with high social and environ-
mental standards; |

* to optimize financial, economic, and social benefits in the province’s rapidly expanding loffshore sector;
\

* to improve the province’s environment and enhance the quality of life of Nava Scotians.

The strategy for the electricity industry is to carefully increase competition over a prudent time frame. An electricity marketplace

governance committee will be established, to recommend to the Minister of Energy the implementation, development, structure
and rules for the future electricity sector. In addition, consistent with recommendations put forward by Emera, the strategy recom-
mends the UARB authorize open access transmission on NSPi facilities, and introduce competltlon in the wholesale market by
2005. The wholesale market comprises six municipal electric utilities, and represents approxmately 1.6% of NSPI's revenues.
These two recommendations will help Nova Scotia meet U.S. market reciprocity requirements, and thus facilitate electricity
exports to the U.S. |

Full deregulation of the electricity industry in Nova Scotia is not on the horizon in the medium term. Should deregulation even-
tually occur, the province’s geographic location, the limits of inter-provincial transmission links, and the diversity of our customer
base will help to reduce the impact on NSPI. in addition, the company is committed to enhancmg its strong competitive and
financial position by: ‘

* managing costs through enhanced capacity management, reduced fuel and operating costs and efficient capital investment;
| .
* working with customers to help them reduce energy costs, including providing them wi(th greater access to time-of-use pricing;

* continuously improving customer service. \
|
INTRODUCTION OF NATURAL GAS 4‘
Natural gas is available in Nova Scotia. With the completion of the Halifax lateral, late in 2000, customers in the most densely
populated area of the province will eventually have the option of using natural gas for heating and other uses. The timeline for
the wide availability of gas suffered a delay when Sempra Energy, who had been awarded the distribution rights for the province
in 2000, halted work and surrendered the franchise. The new provincial energy strategy seeks to encourage the development of local
natural gas distribution by eliminating natural gas distribution coverage targets and permitting distributors to sell natural gas.

The major residential use expected for natural gas is for space heating, which makes up approximately 20% of NSPI's residential
load. The costs to convert from electric heat are significant. Accordingly, natural gas mayl have little appeal for existing homes,
but may be more popular for new construction. NSPI's ongoing attention to cost control and pricing, and its efforts to provide
customers with opticns for managing their energy needs, with such things as electric the;rmal storage units, which allow customers
to store heat during non-peak hours, will assist the company in managing natural gas cor‘npetition‘

The relative price of natural gas versus furnace oil is a critical factor customers will consider when choosing between these two
fuel sources. Emera Energy’s customer service staff is working with our fue! oil customers to help them understand their energy
needs and how best to manage them, to ensure that furnace ocil continues to be an attractuve fuel source.




\
|

In 2001, NSPI implemented a favorabie “load retention rate” aimed at those industrial customers who have the option to self
generate using alternative fuel sources. NSPI is of the opinion that the load retention rate \T/vill make electrical pricing to industrial
customers competitive with alternative fuel sources, and assist in maintaining a broad cust?mer base for system cost recovery.

|
ENVIRONMENTAL CONSIDERATIONS ‘
Emera is committed to meeting its business objectives in a manner that is respectful and protective of the environment, and in
full compliance with legal requirements and company policy. This commitment was reinforced in 2001 by the adoption of an
Environmental Policy for Emera, and development of initiatives to impiement (SO 14001 enJV|ronmental management systems in
all of its wholly owned subsidiaries.

Our environmental management systems are designed to identify important environmental issues and develop strategies to
reduce their potential impacts. Atmospheric emissions represent the aspect of most signifiéance to Emera through its largest
subsidiary, NSPi. Among other aspects, which also receive attention within Emera, are petroleum storage and handiing, ash
management, and water use. ‘

1
ATMOSPHERIC EMISSIONS |
Emera will reduce atmospheric emissions through improved coal quality, improved coal burning technologies and greater use
of cleaner burning natural gas. J

Emera is supporting the development of wind power in Nova Scotia with the recent call for up to 50 MW of wind power from
independent power producers. In addition, we are committed to construction of 1.3 MW o;f wind-powered generation and have
purchased two wind turbines to achieve this. We are establishing a larger role for energy from “renewable sources” and adding
an optional "Green Power"” program for residential customers. |

The key to an effective emissions management strategy is to consider all emission reductions and timetables together and to
support provincial caps instead of site-specific caps. Trying to isolate and manage mdlwdual categories of emissions with no
regard for the effects on other emissions, or trying to manage emissions from a particular sxte without regard for the province as
a whole, would be enormously expensive and reduce our provincial competitive position. Instead we will contribute our share to
a multi-pollutant, pan-Nova Scotian strategy, which maximizes reduction of emissions and minimizes costs to all.

PETROLEUM STORAGE AND HANDLING }
Petroleum products are widely used throughout Emera for lubrication, insulation, and for fuellng small and large equipment.
Upgrades to tanks, storage dikes and facilities, and equipment using oil, have occurred at power generation stations, throughout
our Customer Operations network, and across Emera subsidiaries. We also improved our records management systems to help
monitor our progress towards enhanced due diligence. !

|
ASH MANAGEMENT i
Combustion of coal and oil produces ash. We sell or otherwise reuse this material where possnble and deposit the remainder in
managed landfills. ‘

\
WATER USE ‘
Water use is critical to activities throughout Emera, and this provides diverse opportunities|for environmental initiatives. Hydro
operations continue to improve efficiencies of turbines, and to better understand fish habitats associated with sites throughout
the province. Thermal stations monitor process water used in order to seek opportunities f%)r improved efficiency. They also
incorporate appropriate improvements to systems designed to treat wastewater. Other Emera operations are conducted so as
to capture and treat, or prevent run-off waters that may be contaminated. Maintenance of and upgrades to systems and opera-
tions provide ongoing protection of water resources. |

i
|
BOARD COMMITTEE ON ENVIRONMENT, SAFETY AND SECURITY |
To further affirm the environmental mandate of Emera, in 2001 the Board of Directors formed an Environment, Safety and Security

Committee. Supported by an Environmental Council with representation from all whoily—ow}ned Emera companies, key roles of
the Board Committee are to identify public and regulatory policy trends and guide the dev‘elopment of environmental strategies.

Nova Scotia Power prepares annual environmental reports to describe in more detail our environmental initiatives. These are
available at www.nspower.ca/OurEnvironment.
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\
MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING ‘
The accompanying consolidated financial statements of Emera Inc. and the information in this annual report are the responsibility
of management and have been approved by the Board of Directors (Board). !

The consolidated financial statements have been prepared by management in accordance with generally accepted accounting
principles. When alternative accounting methods exist, management has chosen those it deems most appropriate in the
circumstances. Nova Scotia Power Inc. (NSP1), one of Emera inc.’s electric utilities and principal subsidiary, is regulated by the
Nova Scotia Utility and Review Board, which also examines and approves NSPI's accounting policies and practices. Emera Inc.’s
other utility, Bangor Hydro-Electric Company (Bangor Hydro), is regulated by the Maine Publnc Utilities Commission, which also
examines and approves Bangor Hydro's accounting policies and practices. In preparation 'of these consolidated statements,
estimates are sometimes necessary when transactions affecting the current accounting period cannot be finalized with certainty
untif future periods. Management believes that such estimates, which have been properly reflected in the accompanying consoli-
dated financial statements, are based on careful judgements and are within reasonable limits of materiality. Management has
determined such amounts on a reasonable basis in order to ensure that the consolidated|financial statements are presented fairly
in all material respects. Management has prepared the financial information presented elsewhere in the annual report and has
ensured that it is consistent with that in the consolidated financial statements. }

Emera maintains systems of internal accounting and administrative controls of high quallty, consistent with reasonable cost.
Such systems are designed to provide reasonable assurance that the financial mformatlonJ is relevant, reliable and accurate and
that Emera’s assets are appropriately accounted for and adequately safequarded. |

The Board is responsible for ensuring that management fulfils its responsibilities for financial reporting and is ultimately respon-
sible for reviewing and approving the consolidated financial statements. The Board carries out this responsibility principally
through its Audit Committee. !

The Audit Committee is appointed by the Board, and its members are directors who are not officers or employees of Emera
Inc. The Committee meets periodically with management, as well as with the internal auditors and with the external auditors,
to discuss internal controls over the financial reporting process, auditing matters and financial reporting issues, to satisfy itself
that each party is properly discharging its responsibilities, and to review the annual report, the consolidated financial statements
and the external auditors’ report. The Audit Committee reports its findings to the Board for consideration when approving the
consolidated financial statements for issuance to the shareholders. The Committee also considers, for review by the Board and
approval by the shareholders, the appointment of the external auditors. }

The consolidated financial statements have been audited by Ernst & Young LLP, the external auditors, in accordance with gener-
ally accepted auditing standards on behalf of the shareholders. Ernst & Young (e has full and free access to the Audit Committee.

|
|
February 7, 2002 }

DSNOA... R&JL |

David McD. Mann Ronald E. Smith, Fca

President and Chief Executive Officer Senior Vice President and Chief Financial Officer
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Auditors’ Report \
!
|
TO THE SHAREHOLDERS OF EMERA INC. }
We have audited the consolidated balance sheets of Emera Inc. as at December 31, 20q1 and 2000, and the consolidated
statements of earnings, retained earnings and cash flows for the years then ended. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements
based on our audits. }

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require
that we plan and perform an audit to obtain reasonable assurance whether the financiallstatements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amlounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. i

In our opinion, these financial statements present fairly, in all material respects, the financial position of the Company as
at December 31, 2001 and 2000 and the results of its operations and its cash flows for the years then ended in accordance
with Canadian generally accepted accounting principles.

|
|
Halifax, Canada ‘
February 7, 2002 }

&z,‘ ot ¢ ?4@7 LP
Ernst & Young tip
Chartered Accountants
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Consolidated Statements of Earnings

|
|
\
\
|
|
Year Ended December 31 mitions of dollars {except earnings per common share) ‘ 2001 2000
Revenug ;
Electric | $ 9147 $ 8133
Fuel ol | 71.6 738
Other | 17.6 9.4
| 1,003.9 896.5
Cost of operationé }
Fuel for generation and power purchased \ 340.8 273.9
Cost of fuel oil sold | 60.5 67.7
Operating, maintenance and general } 194.7 168.0
Grants in lieu of property taxes \ 13.2 11.0
Provincial capital tax : 7.6 7.2
Depreciation ‘ 108.4 98.3
| 725.2 626.1
Earnings from operations 278.7 270.4
Equity earnings (note &) 9.6 6.0
Regulatory amortization | (9.3) (19.0
Allowance for funds used during construction } 55 4.8
Earnings before interest and taxes } 284.5 262.2
Interest (note 7 ‘ 123.5 115.6
Amortization of defeasance costs ‘ 19.8 19.8
Earnings before taxes : 141.2 1268
Income tax (note 8) | 14.8 125
Net earnings before non-controlling interest | 126.4 114.3
Non-controlling interest (note 8 and 15) ‘ 12.2 9.9
Net earnings applicable to common shares 1 $ 114.2 $ 104.4
Earnings per common share - basic (note 9 ‘ $ 1.20 $§ 1.20
Earnings per common share - diluted (note 9 $ 116 $ 1.6
See accompanying notes to the consolidated financial statements.
Consolidated Statements of Retained Earnings
Year Ended December 31 millions of dolars 2001 2000
Retained earnings at beginning of year $ 2968 $ 26538
Adjustments | - {0.2)
Net earnings applicable to common shares ‘ 114.2 104.4
1 411.0 370.0
Dividends \ 81.0 73.2
Retained earnings at end of year $ 3300 § 296.8

See accompanying notes to the consolidated financial statements.

Financial Statements




Consolidated Balance Sheets

As at December 31 millions of dollars 2001 2000
Assets
Current assets
Cash and short-term investments ; $ 230 $ 57
Accounts receivable (rote 10) | 131.0 100.5
Income tax receivable | 22.3 0.8
Inventory | 152.9 85.8
Prepaid expenses J 5.2 3.8
| 334.4 196.6
Long-term receivable : 3.5 3.5
Deferred charges tnote 11) : 482.0 295.5
Future income tax asset (note &) \ 11.2 7.2
Goodwill | 138.4 7.0
investments (note 6) j 98.6 67.0
Property, plant and equipment tnote 12) “ 2,766.8 2,319.7
Construction work in progress 124.5 54.5
2,891.3 2,374.2
$3,959.4 $2,951.0
Liabilities and Shareholders’ Equity
Current liabilities
Current portion of long-term debt (note 13) $ 1865 $ 1205
Short-term debt (note 14) 574.0 281.7
Accounts payable and accrued charges 1751 136.4
Dividends payable 3.3 2.7
938.9 541.3
Future income tax liability (note 8 85.1 1.7
Deferred credits tnote 11) 105.1 26.3
Long-term debt (note 13) 1,381.4 1,155.0
Non-controlling interest (note 15) 267.5 2491
Shareholders’ equity
Commeon shares (note 16) 845.4 680.8
Foreign exchange translation adjustment 6.0 -
Retained earnings 330.0 296.8
1,181.4 977.6
$3,959.4 $2,951.0

Commitments (note 18)

See accompanying notes 1o the consolidated financial statements.

Approved on behalf of the Board of Directors

SNOA...

Derek Oland, Chair of the Board David McD. Mann, President and Chief Executive Officer
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Consolidated Statements of Cash Flows

Year Ended December 31 millions of dollars {except operating cash flow per common share) 2001 2000
Operating activities
Net earnings applicable to common shares $ 114.2 $ 104.4
Non-cash items
Depreciation 108.4 98.3
Amortization of deferred charges 23.4 32.4

|
|
|
l
l
Equity earnings | (9.6) (6.0)
|
!
!
\
|
|

Regulatory amortization 9.3 19.0
Allowance for funds used during construction (5.5) (4.8)
Future income taxes (1.8) (2.2)
Deferred charges and credits (1.5 (10.0)
Operating cash flow | 236.9 2311
Change in non-cash operating working capital | (91.8) (23.0)
Net cash provided by operating activities 1451 208.1

Financing activities 1
Increase (reduction) of short-term debt | 289.2 (39.8)

Proceeds from issue of common shares | 164.6 43
Issue of preferred shares by NSPI | 10.9 17.8
Issue of long-term debt ‘ 170.0 15.0
Retirements of long-term debt ‘ (125.6) (8.1)
Other financing activities ‘ 10.3 5.0
Net cash provided by (used in) financing activities ‘ 519.4 (5.8
Investing activities }
Property, plant and equipment | (140.6) (120.2)
Construction work in progress \ (50.9) {2.4)
Investments \ (5.0) )
Acquisitions (mote 3) ‘ (369.7) (2.4)
Net cash used in investing activities ‘ (566.2) (126.1)
Dividends on common shares \ (81.0) (73.2)
Increase in cash and short-term investments : 17.3 3.0
Cash and short-term investments, beginning of year | 5.7 2.7
Cash and short-term investments, end of year j $ 23.0 $ 57
Operating cash flow per common share | $ 248 $ 2465
Cash paid
Interest $ 118.2 $115.3
Income taxes 15.8 1.7
Dividends on common shares 80.4 73.9

See accompanying notes to the consolidated financiatl statements.
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Notes to the Consolidated Financial Statements 1
\

December 31, 2001 and 2000

Emera Inc. ("Emera” or the Company), incorporated in the Province of Nova Scotia, throug‘h its principal subsidiaries, Nova Scotia
Power Inc. ("NSPI”) and Bangor Hydro-Electric Company (Bangor Hydro), is engaged in the production and sale of electric energy,
which is regulated by the Nova Scotia Utility and Review Board (“UARB") and the Maine Public Utilities Commission ("MPUC").
Emera follows Canadian generally accepted accounting principles ("GAAP”). NSPI’s accoun‘tmg policies are subject to examina-
tion and approval by the UARB and are similar to those being used by other companies in the electric utility industry in Canada.
Bangor Hydro’s accounting policies are subject to examination and approval by the MPUC and are similar to those being used by
other companies in the electric utility industry in Maine. ;

|
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES |

\
a. Consolidation The consolidated financial statements include the accounts of Emera inc. and its wholly-owned subsidiaries.

b. Allowance for Funds Used during Construction For the regulated electric business carrie}d on by NSPI and Bangor Hydro, the
Company provides for the cost of financing construction work in progress by including an allowance for funds used during con-
struction as an addition to the cost of property constructed, using a weighted average cost-of-capital. The allowance will be
charged to operations through depreciation over the service life of the related assets and récovered through future revenues.

c. Regulatory Amortization In accordance with the regulations of the UARB, assets of NSPI} which are not currently being used
and are not expected to provide services to customers in the foreseeable future, are amortized over five years. In 2000 the UARB
approved NSPI's request to amortize the Glace Bay generating station over 5 years. |

In accordance with rate and accounting orders issued by the MPUC, Bangor Hydro has recorded regulatory assets and liabilities
on its balance sheet. These regulatory assets and liabilities are being amortized over varying lives through charges to earnings.

d. Property, Plant and Equipment Property, plant and equipment are recorded at original c‘ost net of contributions in aid of con-
struction. When property, plant and equipment are replaced or retired, the original cost plus any removal costs incurred (net of
salvage) are charged to accumulated depreciation. ‘

Depreciation is determined by the straight-line method, based on the estimated remaininé service lives of the depreciable assets
in each category. The estimated average service lives for the major categories of plant in ser;vice are summarized as follows:
1

Functions ‘ Average Service Life in Years
Generation :
Thermal | 43
Gas turbine ‘ 36
Hydroelectric } 77
Transmission { 47
Distribution j 33
Offshore i Unit of production basis
Other ‘ 14
\

In accordance with the UARB, assets of NSPI, which are not currently being used, but will b‘e useful in providing future service
to customers, are not depreciated. Financing costs associated with assets not currently being used are deferred as incurred.
Depreciation will occur when the asset goes into service. Significant costs in removing the asset from service may be deferred
and amortized to earnings over a five-year period, subject to regulatory approval. Significant costs to return the asset to service

are added to the capital cost of the asset. ‘
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e. Income taxes In accordance with ratemaking regulations established by the UARB, NSF?I uses the taxes-payable method of
accounting for income taxes. Bangor Hydro uses the future income tax method where allowed for ratemaking purposes. Emera's
remaining subsidiaries follow the future income tax method of accounting for income taxes.

f. Employee Future Benefits Pension costs, and costs associated with non-pension post-re‘tirement benefits such as health bene-

fits to retirees and retirement awards, are actuarially determined using the projected unit ;credit method prorated on services and
management’s best estimate assumptions. Pension fund asset values are calculated using market values at year-end. The differ-
ence between pension expense and pension funding is recorded as a deferred asset or credit on the balance sheet. Adjustments
arising from plan amendments are amortized on a straight-line basis over the expected average remaining service life of employ-
ees. NSP!'s excess of the net actuarial gain (loss) over 10% of the greater of the accrued benefit obligation and the fair value of
the plan assets is amortized on a straight-line basis over the expected average remaining service life of the active employees.
For Bangor Hydro this excess is amortized on & straight-line basis over the expected average remaining service life of employees,
in accordance with ratemaking purposes. ‘

During 2001 Emera introduced the option to its Canadian employees to participate in a defined contribution pension plan, in
which the employees determined how to invest the funds. This choice did not inciude the‘ option to transfer previous benefits
from the defined benefit plan. ‘

g. Cash and Short-term Investments Short-term investments, consisting of money marketiinstruments with maturities of three
months or less, are considered to be cash equivalents and are recorded at cost, which approximates current market value,

h. Inventory Inventories of materials and supplies are valued at the lower of average cost%and market. Coal and oil inventory is

valued at the lower of cost, using the first-in, first-out method, and net realizable value. |
|

i. Debt Financing and Defeasance Costs Financing costs pertaining to debt issues are ambrtized over the life of the related debt.
The excess of the cost of defeasance investments over the face value of the related debt }is deferred and amortized over the life
of the defeased debt. |

j- Costs to Terminate/Restructure Power Purchase Contracts Bangor Hydro has power purchase contracts, negotiated when oil
prices were high, with several independent power producers known as small power production facilities. The cost of power from
these facilities is more than Bangor Hydro would incur from other sources if it were not obhgated under these contracts. Bangor
Hydro has been attempting to alleviate the adverse impact of these high-cost contracts and in doing so has incurred costs to
terminate or restructure certain of the contracts. The MPUC has allowed Bangor Hydro to] defer these costs and recover them

in rates. The annual amortization expense amounts to approximately $37 million.

k. Seabrook Nuclear Project Bangor Hydro was a participant in the Seabrock nuclear project in Seabrook, New Hampshire. On
December 31, 1984, the Company had almost $87 million invested in Seabrook, but because the uncertainties arising out of the
Seabrook Project were having an adverse impact on the Company's financial condition, an agreement for the sale of Seabrook
was reached in mid-1985 and was consummated in November 1986. in 1985 the MPUC is:sued an order disallowing recovery of
certain Seabrook costs, but provided for the recovery through customer rates of 70% of the Company’s year-end 1984 investment
in Seabrook Unit 1 over 30 years. The annual amortization expense amounts to approximately $2.7 million.

1

|. Hedging Instruments The Company is party to derivative financial instrument contracts,! mainly interest rate contracts, forward
foreign exchange contracts, oil swaps, natural gas hedges, and weather temperature agreements, all of which are used to hedge

existing exposures. Premiums paid are deferred and recognized over the life of the agreements.
\
m. Goodwill Goodwill is stated at cost and is amortized using the straight-line method over 20 years. The Company evaluates the

carrying value of goodwill for potential impairment through annual review and analysis of fair market value and expected earnings.
In accordance with the new standards for goodwill acquired after June 30, 2001, Emera has not amortized the goodwill
acquired on the acquisition of Bangor Hydro. }

n. Equity-accounted Investments The Company accounts for certain investments, over whuch it maintains significant influence but

not control, using the equity method, whereby the amount of the investment is adjusted ?nnuaHy for the company's pro-rata share
of the income or loss of investment and reduced by the amount of any dividends recelveﬂj.
Emera accounts for its investments in Maritimes & Northeast Pipeline, Maine Yankee Atomic Power Company, and Maine

Electric Power Company Inc. using the equity method.
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o. Deferred Gain on Asset Sale In 1999, Bangor Hydro completed a transaction for the sale of substantially all of its electric gen-
erating assets and certain transmission rights. Bangor Hydro realized a net gain on the sale which was recorded as a deferred
credit. As specified in its February 2000 MPUC rate order, the deferred gain is being utlhzgd over a 70-month period to reduce
electric rates. The annual amortization amounts are recognized in an uneven manner in order to levelize Bangor Hydro's revenue

requirement. J

i

p. Foreign Currency Translation Monetary assets and liabilities denominated in foreign currejncies are converted to Canadian
dollars at rates of exchange prevailing at the balance sheet date. The resulting differences between the translation at the original
transaction date and the balance sheet date are charged to earnings as they arise. i

Assets and liabilities of self-sustaining foreign operations are translated using the exchange rates in effect at the balance sheet
date and the results of operations at the average rates for the period. The resulting exchange gains and losses are deferred and
included in a separate component of shareholders’ equity. i

|
|
|
\
|

1

In 2001 the Company adopted the new accounting requirements for goodwill in relation to acquisitions completed after June 30,
2001. In accordance with the new standards, goodwill acquired on the purchase of Bangor i-;lydro has not been amortized.
In 2001 the Company adopted the new accounting standards for the disclosure of fully-diluted earnings per common share.
In 2000 the Company prospectively adopted new accounting requirements regarding employee future benefits. The main
components of this change are as follows: \

2. CHANGE IN ACCOUNTING POLICIES

* The costs associated with non-pension future benefits were previously expensed as mcurred Now an annual accrual is being
made to recognize the expense over the service life of the employees. ‘

* The discount rate used to calculate the liability accrual had previously been based on a mt‘amagement estimate, but is now
based on the current yield on high quality debt instruments with cash flows that match the timing and amount of expected
benefit payments. ‘

* In order to account for the effect of applying this new standard prospectively, a transitional liability of $30 million, representing the
effect of the changes on all prior years, is being amortized over the expected average remair?ing service life of the employee group.

In 2000 the Company adopted new accounting requirements regarding income taxes. These new requirements caused no impact
on earnings. ;
I
3. ACQUISITIONS ‘
\
The acquisitions described below have been accounted for under the purchase method of accounting, and accordingly the results

of operations since the dates of acquisition have been included in the consolidated statemelnt of operations.

2001 ;

|
In October 2001 the Company purchased 100% of the voting common shares of Bangor Hydro Electric Company, an electric
energy transmitter and distributor in central Maine. The following summarizes the transacnon (in millions of $):

|
Net Assets Acquired 1

Net working capital | $  (0.7)
Property, plant and equipment ‘ 373.0
Investments 14.7
Deferred charges 205.7
Goodwill 129.3
Long-term and short-term debt ‘ (251.1)
Future income tax liability (77.6)
Deferred credits (69.3)
Non-controlling interest (7.4)

Total cash consideration $ 316.6
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2000

During the fourth quarter of 2000, Emera Fuels acquired four fuel delivery companies in separate transactions for cash consider-
ation of $2.4 million. The assets purchased consisted of property, plant and equipment and goodwill.

In June 2001 the Company acquired an 8.4% interest in the Sable Offshore Energy Project offshare platforms and associated
sub-sea field gathering lines for $53.1 million.

4. SEGMENT INFORMATION

The Company has three reportable segments: NSPI, Bangor Hydro, and Emera Energy. The Company evaluates performance
based on earnings before interest and taxes. The accounting policies of the reportable segments are the same as those described
in the summary of significant accounting policies.
Reportable segments are determined based on Emera’s operating activities. NSP| is engaged in the production and sale of
electric energy in Nova Scotia; Bangor Hydro is engaged in the transmission and distribution of electric energy in central Maine;
and Emera Energy includes the Company’s activities in the transportation and distribution of natural gas and fuel oil products.

Banger
NSPI Hydro Emera Energy Other* Total

millions of doliars 2001 2000 2001 2001 2000 2001 2000 2001 2000
Revenues

from external

customers $ 8386 $8189 $ 820 $§ 823 $ 739 $ 18 $ 37 $10047 $ 8965
Depreciation 99.6 97.1 3.5 4.9 1.1 0.4 0.1 108.4 98.3
Cost of operations 576.8 5454 61.8 811 77.2 6.3 3.5 726.0 6264
Net inter-segment

revenues/(expenses) 18.6 25.4 - (18.4) (25.1) 0.2) (0.3) - -
Equity earnings - - - 9.6 6.0 - - 9.6 6.0
Earnings before

interest and taxes 263.9 259.3 14.3 10.7 2.6 (4.4) 0.3 284.5 262.2
Segment assets 2,904.9 2,838.7 789.8 2325 109.8 32.2 2.5 3,959.4 2,951.0
Investing activities* 111.8 121.4 9.9 112.6 4.7 331.9 - 566.2 126.1

*Other consists of items refated to corporate activities and other subsidiaries. Other investing activities include the acquisition of Bangor Hydro.




S. EMPLOYEE FUTURE BENEFITS

Emera maintains contributory defined-benefit and defined-contribution pension plans, which cover substantially all of its employ-
ees, and plans providing non-pension benefits for its retirees. The details of these plans are outlined below:

NOVA SCOTIA POWER 2001 2000
Defined-benefit Non-pension  Defined-benefit Non-pension
millions of dollars pension plans benefits plans pension plans benefits plans

Assumptions

Discount rate 6.75% 6.75% 6.75% 6.75%
Long-term rate of return on plan assets 8.00% - 9.25% -
Rate of compensation increase 31t055% 3to5.5% 3t055% 3to5.5%
Health care trend - current - 11.00% - 12.00%
- ultimate - 4.00% - 4.00%
Accrued benefit obligations
Balance, January 1 $ 475.6 $ 331 $ 4241 $ 291
Current service cost 7.4 1.1 5.7 1.0
Employee contributions 4.9 - 4.8 -
Interest cost 31.7 2.3 271 1.9
Past service improvement - - 1.4 -
Actuarial loss 18.9 1.5 36.5 2.7
Benefits paid (24.1) (2.9) (24.0) (1.6)
Balance, December 31 $ 5144 $ 351 § 475.6 $ 331
Fair value of plan assets
Balance, January 1 $ 478.2 - $ 438.3 -
Employee contributions 4.9 - 4.8 -
Employer contributions 8.9 2.9 8.2 3 1.6
Actual investment income (8.9) - 50.9 -
Benefits paid (24.7) (2.9) (24.0) (1.6)
Balance, December 31 $ 459.0 - $ 478.2 -
Plan (deficit) surplus $ (55.4) $ (35.1) $ 2.6 $ (33.1)
Unamortized past service costs 1.3 - 2.1 -
Unamortized actuarial losses %0.4 4.2 24.7 2.6
Unamortized transitional obligation 0.2 24.6 0.3 269
Accrued valuation allowance - - (8.1) -
Accrued benefit asset (liability) $ 365 $  (6.3) $ 216 $ (3.6
Expense
Current service costs $ 7.4 $ 1.1 $ 57 $ 1.0
Interest on accrued benefits 31.7 2.3 271 1.9
Expected return on plan assets (37.9) - (39.1) -
Amortization of transitional liability - 2.2 04 2.3
Amortization of past service costs 0.9 - 39 -
Change in valuation allowance (8.1) - 8.1 -
$  {6.0) $ 5.6 $ 5.3 $ 5.2
Defined-contribution plan
Employer expense $ 0.3 - - -
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BANGOR HYDRC 2001
Defined-benefit Non-pension
millions of dollars pension plans benefits plans
Assumptions
Discount rate 7.25% 7.25%
Long-term rate of return on plan assets 9.00% 5.00%
Rate of compensation increase 4.00% 4.00%
Health care trend - current - 7.50%
- ultimate - 5.00%
Accrued benefit obligations
Balance, acquisition date $ 829 $ 426
Current service cost 0.6 0.3
Interest cost 1.4 0.7
Actuarial gain 0.1) 0.1
Benefits paid (1.1 (0.4)
Foreign currency translation adjustment 1.3 0.7
Balance December 31 $ 850 $ 438
Fair value of plan assets
Balance, acquisition date $ 621 $ 1.5
Employer contributions - 0.6
Actual return on plan assets 4.0 (0.1)
Benefits paid (1.1 (0.4)
Foreign currency translation adjustment 1.0 -
Balance December 31 5 66.0 $ 1.6
Plan deficit $ (19.0) $ (42.2)
Unamortized past service costs 31 -
Unamortized actuarial losses 11.2 14.0
Unamortized transitional obligation - 8.8
Accrued benefit liability $ (4.7) $ (19.9)
Expense
Employer current service costs $ 0.6 $ 0.3
Interest on accrued benefits 14 0.7
Expected return on plan assets (1.7) -
Amortization of transitional liability 0.2 0.2
Amortization of past service costs 0.3 -
Amortization of actuarial losses 0.1 0.2
$ 0.5 $ 1.4
Defined-contribution plan
Employer expense $ 0.2 $ -




6. INVESTMENTS AND EQUITY EARNINGS

millions of dollars

2001

2000

Carrying value

Equity earnings

Carrying value

Equity earnings

Maritimes & Northeast Pipeline $ 796 $ 100 $ 67.0 $ 6.0
Maine Yankee Atomic Power Company 7.1 - - -
Maine Electric Power Company Inc. 1.4 - - -
Other 10.5 (0.4) - -
$ 984 $ 9.6 $ 670 $ 6.0
7. INTEREST
millions of dollars 2001 2000
Interest on long-term debt $ 1029 $ 960
fnterest on short-term debt 19.2 19.2
Amortization of debt financing 0.9 1.1
Foreign exchange losses (gains) 0.9 (0.3
123.9 116.0
Less:
Defeasance earnings and other interest income (0.4) (0.4)
$ 123.5 $ 1156
8. INCOME TAXES
The income tax provision differs from that computed using the statutory rates for the following reasons:
millions of dollars 2001 2000
Earnings before taxes $ 1412 $ 1268
Income taxes, at statutory rates 62.3 44.1% 57.2 45.1%
Unrecorded future income taxes on regulated earnings (50.2) (35.5) (49.2) (38.8)
Equity earnings not subject to tax (4.2) (3.0} (2.7) 2.1
Foreign tax rate variance (0.5) (0.4) - -
Large Corporations Tax 6.6 4.7 6.1 4.8
Change in future income tax asset resulting from rate change 0.1 0.1 0.9 0.7
Other 0.7 0.5 0.2 0.2
14.8 10.5% 12.5 9.9%
Income tax — current 14.5 14.7
income tax - future $ 0.3 $  (2.2)
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The future income tax asset and liability comprise the following:

millions of dollars 2001 2000
Future income tax asset:
Tax loss carry forwards S 1.0 S 7.0
Other 0.2 0.2
$ M2 S 7.2
Future income tax liability:
Property, plant and equipment S 442 S 4.5
Deferred charges 26.7 1.9
Regulatory assets 15.0 -
Tax loss carry forwards (0.9 4.7
COther 0.1 -
$ 851 $ 1.7

NSPt has filed income tax returns for previous years that increase the tax depreciation (capital cost allowance) available to be
deducted against the Company’s future taxable income. Those returns were reassessed by the Canada Customs and Revenue
Agency (CCRA), which disallowed the deductions claimed. A notice of objection has been filed with respect to the reassessments,
and the issue is being litigated. In January 2002 NSP[ received a favourable decision from the Tax Court of Canada with respect
to CCRA's reassessment of its corporate income tax returns. The decision is subject to appeal and a determination of the amount
of allowable deductions is still at issue. Without the benefit of this additional deduction, it is estimated that the Company's tax
liability at December 31, 2001 would have been approximately $110 million (2000 - $79 million). If the Company is unsuccessful
in this matter, it will apply to the UARB to recover these costs through the regulatory process.

At December 31, 2001, providing for the effect of these returns, NSPI's unrecorded future income tax asset has decreased by
approximately $80 million (2000 — $120 million) to a balance of approximately $320 million (2000 - $400 million). The asset con-
sists of deductible temporary differences of $760 million (2000 - $1.0 billion) and unused non-capital tax losses of approximately
$32 million (2000 - $99 million), which are expected to expire as follows:

2002 $ 2.6 million
2003 $ 26.5 million
2004 $ 2.4 million

NON-CONTROLLING INTEREST

Non-controlling interest consists of NSPI and Bangor Hydro preferred share dividends less a net recovery of income tax expense
of $2.0 million (2000 - $3.0 million). The income tax recovery of $7.6 million in 2001 (2000 - $8.1 million) is reflected as a reduc-
tion of preferred share dividends with an offsetting increase in income tax expense.

millions of doliars 2001 2000
Preferred share dividend $ 142 $ 129
Part VI.1 tax on preferred share dividends 5.6 5.1
Part | tax recovery related to the Part VI.1 tax deduction - current year (5.4) (5.1
Part | tax recovery related to the Part VI.1 tax deduction - prior years (2.2) (3.0)

$ 122 $ 9.9




9. DILUTED EARNINGS PER SHARE

Reconciliation of dilution of basic earnings per share for the year ended 2001:

Weighted
Net earnings average common

{$ millions) shares (millions) EPS ($)

Basic EPS $ 1142 95.5 $ 120
Executive stock option plan - 0.1
Series C preferred shares 6.5 7.5
Series D preferred shares 8.4 8.1

Diluted EPS $ 129.1 11.2 $ 116

Reconciliation of dilution of basic earnings per share for the year ended 2000:

Weighted
Net earnings average common

(S millions)  shares (millions) EPS ()

Basic EPS $ 104.4 87.2 s 1.20
Employee share purchase plan - 0.1
Series C preferred shares 1.4 1.9
Series A preferred shares 9.5 10.2
Series D preferred shares 1.4 1.5

Diluted EPS $ 1167 100.9 $ 116

Executive stock options, whose exercise price exceeded the average market price for the period, were excluded from the above
calculations because they were anti-dilutive.

10. ACCOUNTS RECEIVABLE SECURITIZATION

On March 5, 1997, NSPI entered into an agreement with a financial institution to sell up to $88 million of high quality accounts
receivables on a revolving basis. As part of the agreement NSP! continues to service all accounts receivables and retains an
interest in 10% of the accounts receivables sold, which has been recorded as a deferred charge. This retained interest is measured
at its carrying value, which is substantially equal to its fair value. At December 31, 2001, trade receivables sold amounted to
$71 million (2000 - $72 million). The current agreement is due to expire in 2002.
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11. DEFERRED CHARGES AND CREDITS

millicns of dolfars 2001 2000
Deferred charges:
Unamortized debt financing and defeasance costs $ 2296 $ 2543
Costs to terminate/restructure purchased power contracts 146.6 -
Seabrook nuclear project 375 -
Accrued pension and non-pension benefit asset (ote 5) 30.2 18.0
Deferred coal bed methane exploration costs 5.5 5.5
Other 32.6 17.7
$ 482.0 § 2955
Deferred credits:
Site restoration costs $ 244 $ 259
Accrued pension and post-retirement benefit costs (ote 5 241 -
Deferred gain on asset sale 23.2 -
Other 334 0.4
$ 1051 $ 263
12. PROPERTY, PLANT AND EQUIPMENT
millions of dollars 2001
Accumulated Net
Cost Depreciation Book Value
Generation
Thermal $1,554.4 $ 5485 $1,005.9
Gas Turbine 34.4 27.3 7.1
Hydroelectric 3517 111.0 240.7
Transmission 675.4 246.0 429.4
Distribution 1,223.9 457.9 766.0
Offshore 53.1 33 49.8
Other 348.5 80.6 267.9
$4,241.4 $1,474.6 $2,766.8
millions of dollars 2000
Accumulated Net
Cost Depreciation Book Value
Generation
Thermal $1,519.8 $ 5175 $1,002.3
Gas Turbine 27.5 20.4 7.1
Hydroelectric 346.0 107.2 238.8
Transmission 545.4 214.9 330.5
Distribution 883.8 347.7 536.1
Other 243.4 38.5 204.9
$3,565.9 $1,246.2 $2,319.7

At December 31, 2001, the Glace Bay generating station had a net book value of $25.7 million (2000 - $27.1 million).




13. LONG-TERM DEBT

Long-term debt is composed of debentures and notes payable. All long-term debt instruments are issued under trust indentures
at fixed interest rates, and are unsecured.

Long-term debt is summarized by year of maturity in the following table:

millions of dollars 2001 2000
Weighted- Weighted-

Principal Average Principal Average

Year of Maturity Outstanding Coupon Rate Outstanding Coupon Rate
% %

2001 - - $ 1205 7.28
2002 186.5 7.60 120.0 7.88
2003 204.0 7.66 - 150.0 7.70
2004 172.3 7.22 65.0 7.30
2005 134.7 7.98 100.0 8.38
2006 63.7 5.48 40.0 5.20
Greater than 5 years 806.7 772 680.0 7.62
$1,567.9 7.51 $1,275.5 7.59

14. SHORT-TERM DEBT

Short-term debt consists of commercial paper, bankers’ acceptances and LIBOR loans issued against lines of credit. Commercial
paper, bankers’ acceptances and LIBOR loans bear interest at prevailing market rates, which on December 31, 2001, averaged
2.96%, 2.88% and 2.52% respectively (2000 - 5.82%, 6.31% and 7.18%). The operating line of credit is due on demand and bears
interest at prime, which on December 31, 2001, was 4.00% (2000 - 7.50%). Also, Bangor Hydro has a revolving credit and loan
agreement that bears interest of 4.40%.

15. NON-CONTROLLING INTEREST

The non-controlling interest represents preferred shares that are held in Nova Scotia Power Inc. and Bangor Hydro-Electric Company.

AUTHORIZED:

Nova Scotia Power
Unlimited number of First Preferred Shares, issuable in series.
Unlimited number Second Preferred Shares, issuable in series.

Bangor Hydro
600,000 non-participating, cumulative preferred shares, par value US$100 per share, redeemable at the option of the issuer.

46 1 47

EMA 2001 ANNUAL REPORT Notes to the Consolidated Financial Statements




ISSUED AND OUTSTANDING:

Millions Preferred
millions of dollars of Shares Share Capital
January 1, 2000 13.00 $ 2313
Redeemed Series A First Preferred Shares (8.00) (200.0)
Converted Series B First Preferred Shares (4.42) -
Issued Series C First Preferred Shares 4.42 82.8
Issued Series D First Preferred Shares 5.40 135.0
December 31, 2000 10.40 $ 2491
Converted Series B First Preferred Shares {0.58) -
Issued Series C First Preferred Shares 0.58 10.9
Preferred shares issued by Bangor Hydro prior to acquisition 0.05 7.5
December 31, 2001 10.45 $ 2675

NOVA SCOTIA POWER

Series A Preferred Shares
NSPI's Series A Preferred shares were redeemed for cash of $25 per share on October 1, 2000.

Series B Preferred Shares and Series C Purchase Warrants

On March 8, 1999, NSP! issued 5,000,000 First Preferred Share Units at a price of $6.25 per Unit. Each unit consisted of one non-
detachable cumulative, redeemable First Preferred Share, Series B and a Warrant to purchase one cumulative, redeemable First
Preferred Share, Series C for cash consideration of $18.75. On October 1, 2000, unit holders exercised 4,417,116 Series C pur-
chase warrants and Series B preferred shares, and converted them to Series C First Preferred Shares. Virtually all of the remaining
Series C purchase warrants and Series B preferred shares were exercised on either January 1 or April 1, 2001 with a cash payment
of $18.75. After April 1, 2001, the remaining series B shares became entitled to a $0.01 per share per annum fixed, cumulative
preferential cash dividend as and when declared by the Board of Directors.

Series C Preferred Shares

Each Preferred Share Series C is entitled to a $1.225 per share per annum fixed cumulative preferential dividend, as and when
declared by the Board of Directors, which will accrue from the date of issue and be payable quarterly on the first day of January,
April, July and September of each year. On or after April 1, 2009, NSP! may redeem for cash the Preferred Share Series C, in
whole at any time or in part from time to time at $25.00 per share plus accrued and unpaid dividends.

Series D Preferred Shares

On October 31, 2000, NSPI issued 5,400,000 First Preferred Shares for a price of $25 per share. Each share is entitled to a fixed
cumulative cash dividend of $1.475 per share per annum, as and when declared by the Board of Directors. These dividends will
accrue from the date of issue and will be payable quarterly on the fifteenth day of January, April, July, and October of each year.
On or after October 15, 2015, NSPI may redeem for cash the Preferred Share Series D, in whole at any time, at $25 per share plus
accrued and unpaid dividend.

Bangor Hydro

The preferred shares issued by Bangor Hydro consist of three separate issues:
* 25,000 non-callable 7% preferred shares

* 4,840 callable 4.25% preferred shares

* 17,500 Series A callable 4% preferred shares




16. COMMON SHARES

AUTHORIZED:
Unlimited number of non-par value Common Shares.

ISSUED AND OUTSTANDING:

Millions Common
millions of dollars : of Shares Share Capital
January 1, 2000 87.05 $ 6765
fssued for cash under purchase plans 0.25 3.7
Options exercised under Executive Stock Option Plan 0.05 0.6
December 31, 2000 87.35 680.8
New common share issue 10.35 160.0
fssued for cash under purchase plans 0.25 4.0
Options exercised under Executive Stock Option Plan 0.05 0.6
December 31, 2001 98.00 $ 8454

DIVIDEND REINVESTMENT AND EMPLOYEE COMMON SHARE PURCHASE PLANS

The Company has a Common Shareholder Dividend Reinvestment Plan and an Employee Common Share Purchase Plan, which
provide an opportunity for shareholders and Company employees to reinvest dividends and employees to make cash contribu-
tions for the purpose of purchasing common shares.

STOCK-BASED COMPENSATION PLAN
The Company has an Executive Stock Option Plan that grants options to executive officers of the Company for a maximum term
of ten years. The option price for these shares is the closing market price of the shares on the day before the option is granted.

All options granted to date are exercisable on a graduated basis with up to 25 percent of options exercisable on the first
anniversary date and in further 25 percent increments on each of the second, third and fourth anniversaries of the grant. If an
option is not exercised within ten years, it expires and the optionee loses all rights thereunder. The holder of the option has
no rights as a shareholder until the option is exercised and shares have been issued. The maximum number of such shares
optioned to any one executive officer cannot exceed one percent of the issued and outstanding common shares on the date
the option is granted.

if, before the expiry of an option in accordance with its terms, the optionee ceases to be an eligible person due to retirement
or a change of responsibility at the Company’s request, such option may, subject to the terms thereof and any other terms of the
Plan, be exercised at anytime within the 24 months following the date the optionee retires, but in any case prior to the expiry of
the option in accordance with its terms.

If, before the expiry of an option in accordance with its terms, the optionee ceases to be an eligible person due to employment
termination for just cause, resignation or death, such option may, subject to the terms thereof and any other terms of the Plan, be
exercised at anytime within the six months following the date the optionee is terminated, resigns, or dies, as applicable, but in
any case prior to the expiry of the option in accordance with its terms.
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2001 2000

Weighted Weighted

Shares average Shares average

under option excercise price under option exercise price

Outstanding at beginning of year 620,000 $ 15.21 431,250 $ 15.66
Granted _ 256,400 $ 1679 237,000 $ 1398
Exercised {51,250) $ 1353 (48,250} S 13.27
Expired {55,000} $ 18.50 - -
Outstanding at end of year 770,150 $ 15.61 620,000 $ 1521
Exercisable at end of year 306,250 $ 15.06 296,875 S 15.21

The weighted average contractual life of options outstanding at December 31, 2001 is 7.5 years (2000 - 7.3 years).

17. FINANCIAL INSTRUMENTS

mitlions of dollars 2001 2000
Carrying Fair Carrying Fair
Amount Value Amount Value
Long-term debt $1,567.9 $1,706.9 $1,275.5 $1,350.0
Short-term debt 574.0 560.0 281.7 277.5
Hedging instruments 0.8 8.3 0.5 32.6

LONG-TERM DEBT AND SHORT-TERM DEBT
The fair value of Emera’s long-term and short-term debt is estimated based on the quoted market prices for the same or similar
issues, or on the current rates offered to Emera, for debt of the same remaining maturities.

HEDGING INSTRUMENTS

Interest Rates

The fair value of hedging instruments is estimated by obtaining prevailing market rates from investment dealers. The Company
enters into interest rate hedging contracts to convert the interest characteristics of outstanding short-term debt from a floating to
a fixed rate basis. Interest rate swap contracts converting floating interest on $493.8 million (2000 - $165.0 million) to a weighted
average fixed interest rate of 5.62% {2000 - 6.07%) were outstanding at December 31, 2001. At December 31, 2001 the
Company held interest rate swap contracts with a fair value of ($12.0) million (2000 - ($1.4) million).

Interest rate Caps and Collars are used to insure against extreme movements in interest rates on floating debt. Interest rate
Cap and Collars contracts covering $20.0 million (2000 - $195.0 million) at a weighted average fixed interest rate of 6.50% (2000
- 7.01%) were outstanding at December 31, 2001. At December 31, 2001 the Company held interest rate cap and collar contracts
with a fair value of $0.4 million {2000 - $0.3 million).

Commodity Prices

The Company purchased natural gas call options and entered into natural gas swap contracts in 2001 to limit exposure to fluctua-
tions in natural gas prices. As at December 31, 2001, the Company had hedged substantially all natural gas purchases and sales
for 2002. At December 31, 2001, the fair value of these swap contracts was $0.2 million (2000 - (331.7) million).

The Company enters into oil swap and option contracts to limit exposure to fluctuations in world prices of heavy fuel cil. As at
December 31, 2001, the Company had entered into cil swap contracts that fix the price of 1.9 million barrels of oil for 2002 to
2004 (2000 - 1.1 million for 2001) at an average price of U.S. $17.50 per barrel (2000 - $21). At December 31, 2001 the Company
held oil swap contracts with a fair value of ($2.3) million {2000 - ($3.4) million).




Foreign Exchange

Emera enters into foreign exchange forward, option, and swap contracts to limit exposure to currency rate fluctuations. Currency
forwards are used to fix the Canadian dollar cost to acquire U.S. dollars, eliminating exposure to currency rate fluctuations.
Forward contracts to buy U.S. $120 million at an average rate of CAD $1.5392, and to sell U.S. $35 million at an average rate of
CAD $1.5797 were outstanding for 2002 at December 31, 2001. There were also options outstanding to sell U.S. $40 million at
an average rate of CAD $1.5723 at December 31, 2001. At December 31, 2001 the Company held currency contracts with a fair
value of $5.4 million (2000 - $3.2 million).

Other

The Company enters into weather temperature contracts that limit its exposure to revenue losses from abnormally warm weather
during the winter heating season. At December 31, 2000, the Company limited its exposure to a significant portion of the space
heating losses for the first and fourth quarters of 2001. At December 31, 2001 the Company held weather risk management
contracts with a fair value of nil (2000 - $0.4 million).

18. COMMITMENTS

Emera had the following significant commitments at December 31, 2001:

+ NSPI has an annual requirement to purchase approximately $15 million of electricity from independent power producers for
each of the next five years.

* NSPI is required to purchase approximately 60 million cubic feet of natural gas per day for the next eight years, and an
additional 4 million cubic feet per day, at the option of the supplier, for five years.

* Bangor Hydro has various contracts committing it to purchase annually approximately $28 million of electricity for sixteen years
from independent power producers.

* NSPI is responsible for managing a portfolio of approximately $1.3 billion of defeasance securities held in trust. The defeasance
securities must provide the principal and interest streams of the related defeased debt. Approximately 69%, or $0.9 billion, of the
defeasance portfolio consists of investments in the related debt, eliminating all risk associated with this portion of the portfolio.

19. CONTINGENCIES

As part of fuel purchase negotiations, NSP{ paid a fee of $13.4 million to the Cape Breton Development Corporation. The Company
has deferred this cost to inventory and applied to the UARB for approval to defer this payment for recovery in future periods.

20. COMPARATIVE INFORMATION

Certain of the comparative figures have been reclassified to conform to the financial statement presentation adopted for 2001.
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OPERATING STATISTICS

FIVE-YEAR SUMMARY

Years Ended December 31 2001 2000 1999 1998 1997
Electric energy sales @wh)
Residential 3,901.7 3,632.1 3.494.6 3,377.9 3,498.9
Commercial 2,862.3 2,661.9 2,582.8 2,4859 2,506.7
Industrial 3,952.5 3,917.2 3,834.8 3,423.7 2,842.%
Other 654.1 445.0 453.2 484.4 667.7
Total electric energy sales 11,370.6 10,656.2 10,365.4 Q7719 9.5159
Sources of energy @wh
Thermal - coal 8,854.8 8,863.7 7,816.0 7,015.0 8,246.5
- oil 690.8 1,347.8 1,870.9 2,358.3 781.4
- natural gas 1,129.1 43.8 - - -
Hydro 692.2 881.2 980.7 890.9 934.9
Purchases 776.6 295.2 411.3 242.0 340.2
Total generation and purchases 12,1435 11,431.7 11,078.9 10,506.2 10,303.0
Losses and internal use 7729 7755 713.5 7343 7871
Total electric energy sold 11,370.6 10,656.2 10,365.4 9,771.9 9.515.9
Electric customers
Residential 492,256 400,653 397,406 394,012 388,386
Commercial 46,974 32,186 31,753 31,942 31,727
Industrial 2,292 2,194 2,118 2,096 1,998
Other 10,932 7,073 6,760 6,343 5,917
Total electric customers 552,454 442,016 438,037 434,393 428,028
Capacity
Generating nameplate capacity mw
Coal Fired 1,272 1,272 1,272 1,272 1,272
Dual Fired 250 250 - - -
Heavy Fuel Oil-Fired 100 100 350 350 350
Gas Turbine 201 180 180 180 180
Hydroelectric 381 381 381 381 381
Independent power producers 66 25 25 25 25
2,270 2,208 2,208 2,208 2,208
Number of employees 2,248 1,785 1,588 1,634 1,742
km of transmission lines 6,134 5,250 5,250 5,250 5,236
km of distribution lines 31,968 24,000 24,000 23,711 23,155




CONSOLIDATED FINANCIAL INFORMATION
FIVE-YEAR SUMMARY

Years Ended December 31 millions of dollars 2001 2000 1999 1998 1997
Statement of Earnings information
Revenue $1,003.9 $ 8965 § 8166 S 7731 $ 7487
Cost of operations
Fuel for generation and power purchased 340.8 273.9 267.5 257.3 246.4
Cost of fuel oil sold 60.5 67.7 15.3 14.0 -
Operating, maintenance and general 194.7 168.0 155.5 142.5 138.6
Grants in lieu of property taxes 13.2 1.0 8.9 55 5.3
Provincial capital tax 7.6 7.2 71 6.7 5.2
Depreciation 108.4 98.3 94.8 91.3 87.8
725.2 626.1 5491 517.3 483.3
Earnings from operations 278.7 270.4 267.5 255.8 265.4
Regulatory amortization 9.3 (19.0) (23.1) (16.7) {12.8)
Allowance for funds used during construction 55 4.8 4.8 3.8 4.0
Equity earnings 9.6 6.0 5.3 - -
Earnings before interest and income taxes 284.5 262.2 254.5 242.9 256.6
Interest 123.5 115.6 116.5 112.2 120.9
Amortization of defeasance costs 19.8 19.8 20.0 205 19.3
Earnings befre income taxes 141.2 126.8 118.0 110.2 116.4
Income tax 14.8 12.5 6.3 13.6 14.2
Net earnings before non-controlling interest 1264 114.3 111.7 96.6 102.2
Non-controlling interest 12.2 9.9 11.3 11.2 9.5
Net earnings applicable to common shares 114.2 104.4 100.4 85.4 92.7
Common dividends 81.0 73.2 72.2 71.1 69.9
Earnings retained for use in Company $ 332 31.2 28.2 14.3 22.8
Cost of fuel for generation - coal $ 2029 186.3 184.3 164.8 189.2
~ oil 40.3 60.5 58.2 76.2 357
- natural gas 354 5.9 - - -
Power purchased 63.0 21.2 25.0 16.3 21.5
Total cost of fuel for generation
and power purchased $ 34146 $ 2739 § 2675 $ 257.3 § 2464
Balance Sheet Information
Current asset $ 3344 $ 1966 $ 149.2 $ 1083 $ 1577
Other assets 635.1 313.2 335.2 361.4 430.4
fnvestments 98.6 67.0 54.7 30.5 -
Property, plant and equipment 2,891.3 2,374.2 2,362.8 2,333.9 2,293.1
Total assets $3,959.4 $2,951.0 $2,901.9 $2,834.1 $2,881.2
Current liabilities $ 938.9 $ 5413 $ 4485 $ 6216 $ 641.2
Other liabilities 190.2 28.0 19.3 17.6 40.5
Long-term debt 1,381.4 1,155.0 1,260.5 1,083.7 1,107.5
Non-controlling interest 267.5 2491 2313 200.0 200.0
Common shares 8454 680.8 676.5 672.5 667.6
Foreign currency translation adjustment 6.0 - - - -
Retained earnings 330.0 296.8 265.8 238.7 224.4
Total equity and liabilities $3,95%9.4 $2,951.0 $2,901.9 $2,834.1 $2,881.2
Capita! expenditures $ 566.2 $ 1261 $ 1440 $ 162.6 $ 963
Statement of Cash Fiow Information
Operating cash flow § 2369 $ 2311 § 2265 $ 219.2 $ 204.0
Financial ratios (s per share)
Earnings per share $ 120 $ 1.20 $ 116 $ 0.99 $ 1.07
Operating cash flow per share 2.48 2.65 2.60 2.53 2.36
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Corporate Governance Statement

Emera‘s Board of Directors and management are committed to high standards of corporate governance. Corporate governance
is the process and structure used to direct and manage the business and affairs of a company with the objective of enhancing
shareholder value, which includes ensuring the financial viability of the business. The process and structure define the division

of power and establish mechanisms for achieving accountability among shareholders, the Board of Directors, and management.
The direction and management of Emera’s business also takes into account the impact on other stakeholders such as employees,
customers, suppliers, and communities.

The Board and management believe that Emera’s corporate governance practices comply with the guidelines for corporate gover-
nance of The Toronto Stock Exchange. Outlined below is a summary of Emera’s corporate governance practices.

BOARD MANDATE AND COMPOSITION:

Emera’s Board is responsible for management of the business and affairs of the Company and reviews and approves all major
decisions of the Company. The Board appoints the Company’s management and delegates authority and responsibility to man-
agement for all aspects of Emera’s business and affairs. Management is expected to achieve objectives established by the Board
and its performance is evaluated annually against such objectives.

The Beard has adopted a number of operating procedures to address issues associated with Directors’ performance, Board
composition, and conflict of interest. These procedures are intended to enhance the ability of Directors to carry out their duties.
The Board has four Committees which assist it in fulfilling its responsibilities. The Board and its Committees are responsible for
the functions discussed in further detail below.

Emera’s Articles of Association provide that the size of the Board be no less than 10 and no more than 15 members. The Board
is satisfied this number of Directors results in effective decision-making by the Board.

To assure the Board’s independence, the Articles of Association also provide that no more than two Directors may be employ-
ees of the Company or of a subsidiary or affiliate of the Company. Mr. David Mann, the President and Chief Executive Officer, is
the only Director who is an employee of the Company. The Board believes that all of the other current Directors are unrelated
Directors. Each of those Directors is independent of management, none has any interest, business or other relationship that could
or could reasonably be perceived to materially interfere with his or her ability to act in the best interests of the Company. None of
the Directors receive remuneration from Emera other than Directors’ retainers, fees or retainers for service as Chair of the Board
or Chair of a Committee.

At Emera, the Chair of the Board and the Chief Executive Officer must be separate individuals and each Board Committee is
made up of Directors who are not employees of the Company or its subsidiaries or affiliates.

The Company's voting shares are widely held and there are legislative provisions which prohibit an individual shareholder from
holding more than 15 percent of the voting shares of the Company. There is currently no shareholder with the ability to exercise a
majority of the votes for the election of the Board of Directors.

A regular flow of information from management to the Board ensures that the Board has sufficient and timely information con-
cerning the Company’s affairs. This information is used by the Board to assess both the direction of the Company’s business and
management performance. The Board receives briefing material from management in advance of all meetings. The Directors also
receive regular communications between meetings relating to developments which might affect Emera’s business and that of its
subsidiaries, which allows them to fulfil their duties as members of the Board.

The Board is kept informed of Emera’s operations at Board and Committee meetings and through reports from and discussions
with management. Board and Committee meetings are regularly scheduled and communications between the Board and manage-
ment occur apart from regularly scheduled Board and committee meetings in the form of oral and written briefings or specially-
called meetings.

During 2001, the Board and its Committees met on 26 occasions.

An orientation and education program is provided to all new members of the Board. New Board members are given briefings
on the Company, its strategic plan, and past history of Board operations.

The Board and its Committees regularly meet independently of management to discuss various issues. While there is no specific
provision in the Articles of Association, the Board has engaged outside advisors in appropriate circumstances.
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CORPORATE STRATEGIC PLANNING AND RISK MANAGEMENT:

The Board actively participates in the management-developed strategic planning methodology, providing input on the proposed
strategic plan, and dedicates a number of sessions throughout the year to deal with strategic planning issues. The Board annually
approves the strategic plan and uses it as a tool to measure Emera’s progress towards achieving its corporate objectives.

Emera has developed and implemented a corporate-wide risk management program to assist management in identifying,
assessing and managing the risks faced by the Company, its subsidiaries, and affiliates, and to provide consistent reporting and
monitoring of those risks. The Board and the Audit Committee review these risks and the policies for managing the risks, and
receive reports on how these risks are being assessed and managed.

BOARD COMMITTEES:

The Board has four committees to assist it in carrying out its duties. The Articles of Association require that the Audit, the
Management Resources and Compensation, and the Nominating and Corporate Governance Committees consist only of
Directors who are independent Directors; that is, Directors who are not employees of the Company. The Board has also deter-
mined that the Environment, Safety, and Security Committee follow this model.

AUDIT COMMITTEE
The Audit Committee must consist of at least three Directors. This Committee is responsible for ensuring that appropriate inter-
nal control procedures are in place relating to the internal and external audit of the Company's accounts. The Audit Committee
reviews investment issues and policies. It also reviews and recommends to the Board for approval, documents such as the annu-
al report, the management’s discussion and analysis contained in the annual report, the audited financial statements, and the
unaudited interim financial reports to shareholders. The Audit Committee meets at least quarterly with the internaf and external
auditors and management and at each quarterly meeting, meets independently with each of these parties to the exclusion of
the others.

This Committee also receives reports on and reviews the financial performance of pension plans, including pension fund and
fund manager performance, and reviews investment guidelines for the pension plans.

This Committee currently consists of the following Directors and reports to the Board on all of its activities.

Mr. George A. Caines, Committee Chair
Mr. M. Edward MacNeil
Mr. Kenneth C. Rowe

ENVIRONMENT, SAFETY AND SECURITY COMMITTEE
The Environment, Safety and Security Committee was established in the last quarter of 2001. This Committee is to consist of
three Directors and its terms of reference include oversight of environment, safety, and security at the Board level. The
Committee also reviews issues associated with security procedures and practices for the protection of Company personnel,
physical assets, and other corporate assets from physical damage, harm, or interruption of operations including disaster pre-
paredness. This Committee met once during 2001.

This Committee currently consists of the following Directors and reports to the Board on all of its activities.

Mrs. R. Irene d’Entremont, Committee Chair
Mr. Robert S. Briggs
Mr. James K. Gray
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MANAGEMENT RESOURCES AND COMPENSATION COMMITTEE
The Management Resources and Compensation Committee (the "MRC Committee”} reviews compensation policies, benefits
and other matters relating to senior management and monitors succession planning. It reviews the annual incentive plan for
Senior Management, makes recommendations to the Board of Directors in respect of these matters and evaluates the perform-
ance of the President and Chief Executive Officer and senior management.

The MRC Committee consists of three Directors and is required to meet at least annually. The MRC Committee reports to the
Board on all of its activities.

The MRC Committee currently consists of the following Directors:

Mr. Purdy Crawford, Committee Chair
Mrs. R. Irene d'Entremont
Dr. Elizabeth Parr-Johnston

NOMINATING AND CORPORATE GOVERNANCE COMMITTEE

The Nominating and Corporate Governance Committee consists of three Directors. It is responsible for developing and commu-
nicating the Company's approach to corporate governance issues. It also identifies nominees for election as Directors and
ensures that such nominees are, in the reasonable opinion of the Committee, individuals who have the ability to contribute and
devote the necessary time to the Board of Directors.

The effectiveness of the Board, individual Directors, and the Committees is assessed by the Nominating and Corporate
Governance Committee which solicits and reviews Directors’ comments and may propose modifications to improve the Board
functions, Committee functions, composition, and the Company’s corporate governance processes.

As part of the governance process, the Chair of the Board meets annually with each Director on an individual basis to receive
direct feedback from that Director on issues such as Board performance, effectiveness of the operation of the Board and its
Committees. lssues arising from these meetings are presented to and discussed with the Board.

The governance process at the Company requires that each Director annually provide a list of his or her business and other
affiliations for the purpose of identifying any potential circumstances which may result in a conflict of interest. Directors are
required to declare any interest which they may have in a matter requiring Board approval and abstain from participation in dis-
cussions or voting on the particular matter.

The Directors have also instituted a policy which requires them to submit their resignation as a Director if there is a significant
change in their principal occupation. The resignation is then reviewed by the Board or the Nominating and Corporate
Governance Committee to determine whether the circumstances are such that the resignation be accepted. This practice serves
several purposes including ensuring that the change of principal occupation does not result in a conflict-of-interest situation for
the Director and ensuring that the Director is able to maintain the skill, knowledge in business, or other background which
resulted in that person initially becoming a member of the Board.

The Nominating and Corporate Governance Committee currently consists of the following Directors and reports to the Board
on all of its activities:

Mr. Paul D. Sobey, Committee Chair
Mr. James K. Gray
Ms. Rosemary Scanion

SHAREHOLDER FEEDBACK

Emera responds to and provides information to shareholders in various ways. Through toll-free lines shareholders, customers
and others receive information and may also contact Emera. Shareholders may contact the Company at the Office of the
Corporate Secretary and General Counse! or through its Investor Services group. Shareholder inquiries or suggestions that are
addressed to the Board, & specific department or person, are forwarded to the intended recipient.




Executives and Directors

EXECUTIVES

David McD. Mann
President and Chief Executive Officer

Ronald E. Smith
Senior Vice President and
Chief Financial Officer

Chris Huskilson
Chief Operating Officer
Nova Scotia Power inc.

Jeremy Byatt
Vice President, External Affairs

Wayne Crawley
Vice President, Corporate Strategy
and Development

Liz MacDonald
Vice President, Human Resources

Wayne Rousch

Senior Vice President,
Business Development
Emera Energy Inc.

Rick Smith
Corporate Secretary and
General Counsel
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BOARD OF DIRECTORS

Derek Olfand (Chair)

Chairman and Chief Executive Officer
Moosehead Breweries Limited

New River Beach, New Brunswick

David McD. Mann, Q.C.
President and Chief Executive Officer

Emera Inc. and Nova Scotia Power Inc.

Halifax, Nova Scotia

Robert S. Briggs
Company Director
Bangor, Maine

George Caines, Q.C.

Nova Scotia Managing Partner
Stewart McKelvey Stirling Scales
Halifax, Nova Scotia

Purdy Crawford, O.C.

Counsel, Osler, Hoskin & Harcourt wp
Chair, AT&T Canada Corp.

Toronto, Ontario

R. Irene d’Entremont, C.M.
President

M.LT. Electronics Inc.
Yarmouth, Nova Scotia

James K. Gray, O.C.

Company Director

Founder and Former Chairman
Canadian Hunter Exploration Ltd.
Calgary, Alberta

M. Edward MacNeil
Company Director
Sydney, Nova Scotia

Dr. Elizabeth Parr-Johnston
President and Vice-Chancellor
University of New Brunswick
Fredericton, New Brunswick
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Kenneth C. Rowe

Chairman and Chief Executive Officer
IMP Group International Inc.

Halifax, Nova Scotia

Rosemary Scanlon

Consultant

Associate Professor of Economics
New York University

New York, New York

Paul D. Sobey

President and Chief Executive Officer
Empire Company Limited

New Glasgow, Nova Scotia

COMMITTEES OF THE BOARD

AUDIT

George A. Caines (Chair)
M. Edward MacNeil
Kenneth C. Rowe

ENVIRONMENT, SAFETY AND SECURITY
R. Irene d’Entremont (Chair)

Robert S. Briggs

James K. Gray

MANAGEMENT RESOURCES AND
COMPENSATION

Purdy Crawford (Chair}

R. Irene d'Entremont

Dr. Elizabeth Parr-Johnston

NOMINATING AND CORPORATE
GOVERNANCE

Paul D. Sobey (Chair)

James K. Gray

Rosemary Scanlon
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